The 
American Economic Review 


Vot. XXX DECEMBER, 1940 No. 4 


WEHRWIRTSCHAFT: ECONOMICS OF THE MILITARY STATE 


War preparation and warfare are the simple and well defined objectives of economic 
planning in the military state. This type of economic organization has been called forth 
by the doctrine of total war. Besides the traditional use of the military proper, total war 
embraces two new weapons: psychological and economic warfare. In the economics of the 
military state there is no distinct line of demarcation which separates war from peace. 
War is no longer regarded as a passing stage of abnormality to be replaced in short by 
normal conditions of peace; and war economics is no longer a special branch of public 
finance but penetrates the whole of economic science. 

In the economics of the military state, there is no unused capacity, industrial or other- 
wise, since all resources are placed in the service of war preparation and war. The profit 
motive is retained, but is subject to important modifications. Private initiative, inasmuch 
as it is recognized and allowed to emerge, is vested with the function of serving the 
economics of the military state. Depletion of the stock of accumulated wealth, as a source 
of current consumption, is codérdinated with current production, the other source. The 
traditional concept of normalcy with its excess of national income produced over national 
income consumed is abandoned. 


Evolution of War Economics in Recent German Literature 


The intensive occupation with the economic aspects of war preparation 
and warfare which started in Germany with the advent of the Hitler 
tegime has resulted in a stupendous volume of literary output in the course 
of the years. Research institutes and university chairs for the investigation 
and propagation of war economics were established by the authorities, who 
also assumed financial responsibility for the printing and publishing of 
numerous treatises and monographs on war economics. All this is re- 
markably different from the situation in 1914 when Werner Sombart spoke 
of the economists as follows: “We had nothing to give that could have 
been of direct service to the great cause. Nothing has become more clear 
in our minds than this: our codperation was not needed in any respect.” 
Correspondingly it is said now that “economic science cannot be acquitted 
of the grave guilt of insufficient preparation for the [first] World War.’ 

Though attempts have been made to appraise nazi economic policies 
as the result and outcome of German economic development within the 
immediate and more remote past, it does not seem possible to regard 

'W, Sombart, “Die Volkswirtschaftslehre und der Krieg,” Internationale Monats- 
schrift, 9:243 (1914). 


Lt.-Col. K. Hesse, “Wehrwirtschaftswissenschaft und Kriegswirtschaftswissenschaft,” 
Der Deutsche Volkswirt, Aug. 25, 1939, p. 2323. 
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home country.” Like the economic weapon, the psychological one has de- 
veloped a scientific discipline in its own right. In spite of the dramatic 
element which underlies psychological warfare, this aspect of total war 
has found even less attention in foreign countries than the economic aspect 
of total war.® 

Total War and Economics 


The relationships between war and economics can be reduced to three 

fundamental categories: (1) economic postulates may be the cause, motive, 
or goal of war; (2) war is an evil that does not terminate in itself but has 
far- -reaching effects upon the economy and other phases of social life of 
belligerents and neutrals; (3) economics has become a powerful weapon of 
warfare. It is this relationship between war and economics which has come 
to the fore in nazi Germany. The discipline which deals with it is called 
W ebrwirt ichaft slebre. It is its function “to equip the defense with all the 
supply which is necessary for war, and provide a sufficient stock of raw 
iia foodstuffs, and means of payment. . . . It also has to make 
preparations securing the transfer of the peace economy into a war economy 
without difficulty and loss of time.’’® This description does not fully dis- 
lose the dissensions among the participants in the earlier discussion of 
war economics. Many of these controversies seem idle to the superficial 
observer since they center upon the proper definition of the discipline. 
However, the importance of this question is much greater than might be ex- 
pected if one surveys the pedantic display of fanciful and perverted argu- 
mentation which has been applied to it. 

There was nothing academic in this controversy, since it symbolized the 

tuggle between various groups for mastery and control of the new dis- 
pln and its application in practice. Most of the participants in the 
discussion were army officers and economic writers of the more popular 
type, who were prominent in the Nazi party and eager to establish and 
expand a field of economics, theoretical and applied, which would offer a 
great variety of opportunities. The academicians, on the other hand, were 
much more reticent. There was no academic economist of repute among 
the godfathers of the new discipline. It was only when it was firmly estab- 
lished and had permeated the body of traditional economics and the teach- 
ing and research institutions that the soothsayers who had survived the 


"Dr “Die geistige Kriegfiihrung in Rahmen der Gesamtkriegfiihrung,” Jahrbuch 
‘wr Webrpolitik und Webrwissenschaften, 1939, pp. 94 ff. (Hamburg, 1939). 

"For an illuminating discussion by a newspaperman see E, Taylor, The Strategy of 
Terror (Boston, 1940). Bibliographies have been published by F. Scherke and Grifin 
V , Bibliographie der geistigen Kriegfiihbrung (Berlin, 1938), and by the Polish 
tal J. Gasiorowski, Bibliographie de Psychologie Militaire (Warsaw, 1938). 


"H. Franke, ed. Handbuch der neuzeitlichen Wehbrwissenschaften, vol. 1, p. 741 
(Berlin and Leipzig, 1936). 
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Bearing of Economics upon War 


The utilization of economics for the purpose of total warfare has some 
bearing upon the execution and the aim of the new type of war. It is 
recognized that there has always been some degree of mutual interdepend- 
ence of military operations and economics. Total war intensifies the inter- 
dependence to such a degree that it becomes necessary to destroy the mili- 
tary power of the enemy and his economy as well. In this connection the 
following postulates for successful total warfare are established: (1) 
military operations and economic warfare must be integrated; (2) war 
economics must serve military operations; (3) military operations must be 
adjusted to prevailing economic conditions.’* The conquest or destruction 
of important centers of enemy industry or raw materials might be as decisive 
for the outcome of the war as the destruction of an enemy army. Thus mili- 
tary operations can become a decisive factor in economic warfare. 

It is thé function of the war economist to supply the strategist with the 
basis for planning operations.*® Economists are asked to get used to ‘‘think- 
ing soldier-like’’; they are ‘‘soldiers of total war like the soldiers on the 
front."""° It is also said that “the dependence of modern warfare on its 
economic basis—on the supply of raw materials, on the complete exploita- 
tion of the industrial plant, and the utilization of the last bit of ground 
for the production of food for the population—tresults in the conclusion 
that, for the cultivated countries of western Europe at least, the effort 
should always be to carry the war as soon as possible into the territory of 
the enemy, in order that his economic basis may be destroyed or at least 
disordered, while one’s own is kept as undisturbed as possible. The anxiety 
to avoid a protracted war of position will lead to a similar conclusion.’ 

To turn to the distinctive characteristics of the economics of the military 
state as they appear in recent German literature: (1) This economy is defi- 
aitely an economy of scarcity, not of abundance. This applies to raw 
materials, human resources, and financial means. There is no unused 
capacity, industrial or otherwise. The utilization of men and materials is 
pushed to its limits. No problem of idle money and idle men arises since 
both are placed in the service of war preparation and war. (2) There is 
centralized planning under maintenance of some elements of the price 


mechanism. (3) There are important modifications of the profit motive as 
the motor of economic activity. 


Major-General Thomas, “Operatives und wirtschaftliches Denken,” Kriegswirtschaft- 
liche Jabresberichte, 1937, p. 15. 

 Ibid., p. 16, 

Ibid, p. 18. 

* Col. H. Foertsch, The Art of Modern Warfare, pp. 240 ff. (New York, Veritas Press, 
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the government, which has assumed the double réle of customer and regula- 
tor of economic life. 

On a previous page we characterized war preparation and warfare as a 
simple and well defined objective of public policies in the military state. 
It is, however, recognized that 


the clear unambiguousness vanishes as soon as the | ees goal is separated into 
specific goals of a more concrete nature, an unavoidable procedure. There might 
be discord among the specific goals. Even if there is agreement on the whole, 
considerable diversity of opinion can arise in matters of jurisdiction, ways and 
means, and the prospective period of preparation before the attainment of: 
the desired conditions of armament and supply. Indeed, there exist consider- 
able controversies. 


The Market in the Military State 


Thus private initiative, inasmuch as it is recognized and permitted to 
develop, is vested with the new function of serving the aims of the military 
state. The latter 


makes the attempt to create market conditions which induce private enterprise 
to pursue their interests in the direction desired by the authorities. In this man- 
net a task which exceeds the powers of the most genial economic dictator of a 
centrally regulated economy, is distributed among millions of expert entre- 
preneurs, whose existence depends upon permanently solving the puzzles of 
the market. It is self-understood that even such a type of regulating the market 
cannot do without the most serious interferences with the course of economic 
development during wartime. It is not the degree but the kind of public policy 
which is defined and restricted by the recognition of economic policies which 
are based upon maintenance of the market. Instead of the direct command 
which works against the conditions of existence of the business unit and its 
own laws of motion, use is made of the principle of indirect steering. . . . 
However, the plea for this type of economic policy which is based upon main- 
tenance of the market must not be mixed with individualistic approval of the 
interests of the individual enterprise. Economic freedom will only be recog- 
nized inasmuch as the initiative of the private entrepreneur is desirable because 
of the socially desirable service which it performs.?* 


Thus a professor of economics, who makes a plea for maintenance of 
the market, a “market economy of the military state” (marktliche 
Webrwirtschaftstheorie). He strongly opposes price fixing. Otherwise one 
is forced to fix all prices. Private freedom of disposition and price regula- 
‘ions cannot exist together. If they do, automatic steering of the economy is 
wanting. To him, the competitive price remains the steering wheel of eco- 
nomics in the military state. These thoughts display a curious blending of 
political opportunism and subservience with strong leanings in favor of 
4 type of traditional economics of ultra-conservative hue.2* On the whole, 


Ibid., p. 157. 
AA. Lampe, Allgemeine Wehrwirtschaftslebre, pp. 12 ff. (Jena, 1938). 


See, for example, the chapter on price fixing in Professor L. v. Mises’ Kritik des 
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iy, 1940) 
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method lbid., pp. 446-448. 
use of this For an example of the earlier literature see J. Jessen, ‘““Wehrwirtschaft und Finanz- 
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J. Jesse, ,, Lhalheim, “Die Grundlagen der deutschen Kriegsfinanzierung,” p. 448. 

7). _ PF. Wunderlich, “Germany's Defense Economy and the Decay of Capitalism,” Quart. 


r. of Econ., 52:401 ff. (1938); C. W. Guillebaud, The Economic Recovery of Germany 
(London, 1939); K. E. Poole, German Financial Policies 1932-1939 (Cambridge, Mass., 
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seven years in the part of the national income contributed to the government 


a in the form of taxes and loans. Approximately half of the national income 
) price is appropriated through taxation. Thereby the government recovers a con- 
6, and siderable part of armament expenditure, and prevents price inflation from 
of this assuming dangerous proportions. This is said to have been the secret of 
\ prices the success of the preceding public works program. 
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ies with secures a faster and more efficient adjustment than the exclusive use of the 
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nection manner, civilian consumption is much more efficiently adjusted to scarce 
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eling of demand by means of curtailing income through taxation.” 
luction’ With reference to “the highly controversial problem of war profits,” it 
ted that is stated that “their prevention or limitation through an efficient system of 
: ae price and profit control is superior in many respects to subsequently draining 
‘There 


profits, which have already accrued, by means of taxation. The application 
riculture of these direct methods of regulation can be regarded as the most important 


ductivity characteristic of war finance in the totalitarian state.”** However, certain 
important functions are still assigned to financial policies. There still exists 
the old alternative of taxation, loans and inflation in order to drain the 
betantil purchasing power of the civilian population in a manner which does not 
sid to be jeopardize production and productive power. Financial policy has also to 
«should secure an equitable distribution of the war burden, for psychological reasons 
the pas and because the manner in which the burden of war is distributed is of 
3 the greatest influence upon the future social structure of the nation.’’*? 
eae HENRY WILLIAM SPIEGEL 
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be $2,876,000,000. His estimate 
was about $1,940,000,000. Thi 
soon deemed necessary as he saw 
er country in Western Europe. A 
000,000 defense expenditures; in 
\ditures for 1941 were estimated in 
$8,000,000,000 in January. These 


ngress was asked to appropriate in- 


ill of which could be expended in 
st of enforcing the acts for com- 
National Guard into active mili- 
ver $14,000,000,000 for defense 


Europe became so bad, and while 
ely small, Secretary Morgenthau 
bt limit. At that time the work 

Secretary thought unwise to ft 
sted additional tax revenues 0 
Congress ignored the request, ane 


stion of the Sixteenth (Inc ne 
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A+ see the Review of December, 17 
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in fact appeared to be in a mood to curtail the President’s power rather 
than to follow his suggestions in full. 
soe Late in May, however, the Administration apparently persuaded con- 
personal gressional leaders to draft a bill to raise $500 million new revenue and to 
_—— raise the debt limit by $3 billion. It was generally thought that Congress 
would adjourn before the national party conventions were held in June and 


mportan 

suspends July and that a more comprehensive measure could wait until the new Con- 
= gress met in January, 1941. Hearings on this bill had scarcely been com- 
i nd pleted before the President made a request for an additional billion dollars 
ad credit for defense purposes; so the tax measure, now obviously very inadequate, 
was withdrawn. 

The second bill, revised to yield more than a billion dollars in a full year 
ar 1941, of operation, was quickly put in shape. Like the previous bill, it provided 
pee for increased income, estate, and gift taxes and for continuation of the 
— excises soon to expire. In addition, it reduced the personal exemptions, 

increased corporation normal taxes and tobacco taxes and authorized an 
extension of the debt limit by $4 billion. This measure was rushed through 
al fiscal the House with only six dissenting votes. 
for the The Senate revisions made slight changes in the excises and added two 
stimate somewhat extraneous amendments. At the insistence of Senator Byrd 
0. This (Dem., Va.) the President was directed to reduce non-defense appropria- 
he sav tions for the executive branch of the government for 1941 by a total of not 
ope. A less than 10 per cent. Much of the Senate debate related to this proposal 
ares; in and to the proposal sponsored by Townsend (Rep., Del.) to terminate at 
ated in once the foreign silver purchasing provisions of the Silver Purchase act of 
. These 1934. Neither of these amendments was retained by the conferees. Impor- 
jate in- tant amendments introduced on the floor of the Senate and accepted there 
nded in but thrown out by the Conference Committee were (1) Senator Connally’s 
of com: (Dem., Texas) measure for a special tax with very high rates to go into 
ye mili- effect if and when war should be declared, and (2) the La Follette (Prog., 
defense Wis.) proposal for a tax on corporate excess profits to prevent the making 
of war millionaires. The Connally measure was the result of several years’ 
d while work on the part of a special sub-committee appointed after the Nye muni- 
enthau tions investigation of 1936. 
e work: 
se to fe Brief Summary of the First Law 
ques of The first Revenue act of 1940 is made up of four titles: Title I, the 
est, and “permanent” income tax changes; Title II, the “temporary” (five-year) de- 


_ fense taxes; Title III, authorization of defense obligations amounting to 
s of the $4 billion; and Title TV, amendments to the Public Salary act of 1939. 


ogo Title 1. Four important changes were made in the income tax sections 
a ta of the Internal Revenue code: (1) reduction of personal exemptions; (2) 


reduction of gross and net income requirements for filing returns; (3) in- 


stead of $1,000; for a married person 


timated that these changes will add 
taxpayers, the remaining $61,000,00 


requirements for a return from even 
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{) increase of corporation rates. The 
were reduced by one-fifth, except for 
low as recommended by the special 
r a war-time income tax. For a single 


1 of $2,500. Exemption for each de. 


al revenue rolls and will account for 
Of this amount it is estimated that 


r the previous Act. 
number of income tax filings would 


ty 


me of $800 or over and from ever 
$2,000 or over. The previous law 
th gross income of $5,000, or a net 
if married. The Treasury estimates 
the additional 8,000,000 returns, but 
$25,000,000 and $45,000,000 from 
ist but who have not done so. 
ible to taxpayers having surtax net 
in excess of $100,000, as shown ir 
rates on incomes above $100,00( 
yf such amounts will pay taxes of 
rates on the lower brackets. It was 
rates will yield an additional 


i 


er cent on the first $5,000 of net 

) per cent. The top rate applied t 
of $25,000. The additional revenue 
imated at $70,000,000 a year. (See 


nporary” defense taxes, with increases 


ral these increases were 10 per cent 
estate, personal holding company, 
Rates of admission taxes remain 
tion thereof, but the tax is hence 
cents and over instead of 41 cents 
reased slightly, but no changes were 
The Treasury estimates 8,000,000 mor 
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made in other tobacco excises. Slight changes are made in other sections 
of the Internal Revenue code applicable to alcoholic liquors, stock transfers, 
dues, passage tickets, automobiles and parts, radios, gasoline and oil. The 
excises continued at unchanged rates are those imposed for protection and 
for regulatory purposes. 


I.—Comparison OF InDiIvipuAL Income Taxes on Net Incomes or Sizes 
Act or 1938 anp Act or 1940! 


Net income be- Single person, no dependents Married person, two dependents 
fore personal 

exemption® Act of 1938 Act of 1940 Act of 1938 Act of 1940 
$ 1,000 $ $ 4 $ $ 
1,500 14 24 — _ 
2,000 32 44 
2,500 50 64 
3,000 68 84 
4,000 104 123 12 35 
5,000 140 172 48 75 
6,000 216 255 84 114 
7,000 292 343 120 163 
8,000 378 449 184 246 
9,000 to4 559 260 334 
10,000 560 686 343 440 
12,500 815 1,043 570 741 
15,000 1,104 1,476 831 1,118 
17,500 1,439 2,022 1,130 1,581 
20,000 1,834 2,666 1,469 2,143 
22,500 2,289 3,410 1,868 2,804 
25,000 2,804 4,253 2,327 3,571 
30,000 3,914 6,063 3,385 5,315 
40,000 6,384 10,080 5,779 9,227 
50,000 | 9,334 14,709 8,621 13,741 
75,000 19,484 28,481 18,403 27,293 
100,000 33,354 44,268 31,997 42,948 
250,000 129,284 147,576 127 , 766 146, 388 
500,000 305 , 224 330,933 303 , 568 329 ,637 
1,000,000 | 680, 184 718,404 678 ,436 717,036 
5,000,000 | 3,790,164 3,917,390 3,788,370 3,915, 986 


‘United States Treasury Division of Research. 
* Maximum earned income assumed. 


Increases in the rates provided by Title II are expected to yield in a 
full fiscal year $679,000,000 additional revenue of which $135,000,000 
would come from the normal tax on corporations; $123,000,000 from 
income tax on individuals; $12 million from corporation capital stock 
and old excess profits taxes; $29 million from estate taxes; $3 million 
‘rom gift taxes; and $376,200,000 from excises. The changes made by the 
Second Revenue act of 1940 modified these estimates. Corporation taxes 
are now expected to yield more, and, consequently, individual income 
tax yields are expected to be reduced by about $100,000,000. 


— 
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Title III 1 ry of the Treasury shall set aside the 
additional tax in a special fund to retire the $4 
billion of oblig the second part of the title. 

Title IV ar lary act so as to prevent the application 
ot the penalt leficiency due from an officer of ; 
state or polit tax year beginning before January 1, 
1939, provide itable to compensation paid indirectly 
by tl e | nitea 

The bill w resident June 25. Changes in the income 
tax are appl ginning after December 31, 1939 
Most of th to effect when the bill was signed or 


nue Act of 1940 


Senator La for an excess profits tax and Senator 
Connally’s wat not merely individual expressions of a 
desire to prev re representative of a widespread 
determin n war should not be taken advantage 
of to create a July 1, the day many sections of the 
first Re ¢ he President sent a special message 
to Congress r raduated excess profits tax applicable 
to corporation rtnerships. The conferees on the first 
Revenue act | resolution that such a measure be 
enacted as so iid be applicable to the calendar year 

In compliar n and the President’s request, the 
Treasury and t n Internal Revenue Taxation drafted 
proposals but rgent lines. The Joint Committee ad- 
vocated using 1 during the four-year period 1936- 
1939 as a bas profits. The Treasury, however, ad 
vocated defini: se in excess of a normal percentage 

The bill pr earings of the House Committee on 
Ways and Mi Committee on Finance permitted the 
taxpayer the « r of these methods. When the bill was 
introduced int this option, although it differed i 
some other re raft. It was an extremely complicated 
measure, chiefl visions for computing earnings at 
invested capit 

The rates f ts tax computed on the average income 
basis were gra rom 25 per cent on the first $20,00! 


above the cred 50 per cent of excess profits ove! 
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tax yields are expected to be reduced by about $100,000,000. 
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$500,000. An additional income tax of 4.1 per cent was also imposed, 
thus making the normal tax 25 per cent. 

If the invested capital method was used, the 4.1 per cent additional 
normal tax was not imposed and the rates were somewhat lower—20 
per cent to 45 per cent. In either case a flat exemption of $5,000 of net 
income was allowed. Because of this specific exemption it was estimated 
that the new tax would apply to only 70,000 of the 500,000 corporations 
on the tax rolls. 

There were pressing reasons for a new tax measure other than the 
desire to prevent profiteering. Representatives of the army and navy made 
dear to those formulating the bill that manufacturers were extremely re- 
luctant to make contracts until they knew what their tax obligations would 
be. Furthermore, army, navy and air equipment contracts were difficult 
to secure because of the restrictions of the Vinson-Trammell act. This 
measure, first passed in 1934, amended in 1936 and 1939, required con- 
tractors to return to the Treasury all profits in excess of 10 per cent and 
12 per cent of the price of naval vessels or any army or navy aircraft where 
the award exceeded $25,000. While negotiations for building war equip- 
ment were going on in June, 1940, Congress again amended the law to 
restrict such profits to 8 per cent. 

As a result, little progress was made in the defense program. For ex- 
ample, Secretary Stimson stated that although Congress had made available 
in June $400 million for 4,000 airplanes and engines, the government 
had been able to complete contracts for only 33 planes in the seven weeks 
following. 

A third cause of uncertainty, and in some ways the most important, 
was that connected with amortization. Manufacturers hesitated to invest 
large sums for plants and equipment that would probably be useless after 
the war emergency unless they would be allowed more generous deprecia- 
tion deductions than those permitted by the existing laws and regula- 
tions, 

The House bill provided for the suspension of the Vinson-Trammell 
act while the excess profits tax was in effect and for five-year amortization 
of the cost of plant equipment certified as necessary for national defense 
by certain officials. 

A very controversial section provided that no emergency facility could 
be “destroyed, demolished, impaired or substantially altered without the 
written consent of the Secretary of War or the Secretary of the Navy,” 
and that the special amortization plan would not be allowed unless this 
condition was accepted. 

As in the case of the first Revenue act of 1940, the measure was pushed 
through the House under a stringent gag rule. After a three-hour debate 
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$500,000,000 new revenue for the 
00,000 for a calendar year in which 
ope ative. 


nate Bill 


the measure was considered on the 
revisions were contemplated that the 
iblic hearings were advisable. The new 
omputing the excess profits tax credit 
lule, retaining the higher one run- 
Instead of the provision for an ad- 
pplicable in case the average income 
posed on all corporations an increase 
This made the normal tax 24 per cent 


>) 


$25,000 and over, in contrast to 18 


sorations would suffer from the House 
in the base period, the Senate sub 

f the first $500,000 of invested capi- 
1 flat 8 per cent of the entire amount 

invested capital was simplified and 
; increased to $10,000. Affiliated cor- 
lidated returns for the excess profits 


Senate Committee eliminated the pro- 
ntrol of final disposition of amortized 


ng in one year income accrued ovet 
permitted corporations to spread over 
awards, judgments, contracts requit- 
income from discovery, exploration, 
and income in the form of a build 
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Otes, 
the 
hich 


been rejected by the conferees on the first Revenue act of 1940. It was 
again rejected by the Conference Committee appointed to consider the 
Second Revenue act. 


Brief Summary of the Act 


The Second Revenue act of 1940 consists of seven titles. 

Title I—Corporation Income Tax. For taxable years beginning after 
December 31, 1939, the normal tax of every corporation with net income 
of more than $25,000 is the lesser of the following: (1) 22.1 per cent 
of normal tax net income or (2) $3,775, plus 35 per cent of the amount 
of normal tax net income in excess of $25,000. This, with the defense 
tax of the First Revenue act, makes the total normal tax 24 per cent for 
corporations with income in excess of $25,000. 

Title II—Excess profits tax. All corporations except those specifically 
exempt are subject to a tax on “‘adjusted excess profits net income” for 
taxable years beginning after December 31, 1939, in graduated brackets, 
at the following rates: 


1 the 
t the 
new 
tedit 
1 ad- 
come 
Tease 
“cent 
o 18 


louse Bracket Rate (per cent) 
- sub- Up to $20,000 25 
capi: Next 30,000 30 
4 Next 50,000 35 
—_ Next 150,000 40 
and Next 250,000 45 
cor: Over 500,000 50 


rofits “Adjusted excess profits net income” means the excess profits net 


income minus a specific exemption of $5,000 and credit computed by 
either of two methods, net income or invested capital. If the net income 
basis is used, the credit is 95 per cent of the average base period (1936- 
1939) net income, plus 8 per cent of the net capital addition, or minus 
6 per cent of the net capital reduction for the taxable year. Long-term 


pro- 
tized 


over 


over capital gains and losses shall be excluded in computing income; and credit 

quit: for dividends received shall apply, without limitation, to dividends on 
stock of domestic corporations. If the invested capital basis is chosen, the 


Taste II—ComparativeE Corporation NORMAL Tax Rates, Act oF 1939 anp Acts or 1940 


pto- (per cent) 
uance 
1940 
Jem. 1939 First Revenue act 1940 Total 
ent in Taxable net income Revenue Second normal 
act Normal Defense — tax 
tax surtax 

re ac 

Thus Not over $ 5,000 12.5 13.5 1.35 — 14.85 

had $ 5,000-$20, 000 13.5 15 — 16.5 
$20,000-$25 ,000 14.5 17 1.7 — 18.7 
$25,000 and over 18 19 1.9 3.1 24 
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credit is 8 1 yer's invested capital for the taxable 
year. Half of ed capital shall be included in compyt. 
ing invested c: tal gains and losses shall be excluded 
under this opt ssioner is given authority to make such 


adjustments a s of abnormal income or capital, but 
his decisions vw by the United States Board of Ti 


Appeal 

If abnorma received from a claim or contract for 
work extendit months or from exploration, develop- 
ment or reseat ty, the income may be spread over the 
years to wi 

Affiliated rivilege of making a consolidated te- 
turn for the ta pecific exemption of $5,000 is allowed 
for the entire 

Title IIl—. mn. A taxpayer may be allowed to 
amortize in ¢ f an “emergency facility” which was 
completed after privilege is granted for an emergency 
period, a peri 1940, and ending on the date when 
the President is no longer required in the interest 
of national de is privilege the facility must be certified 
as necessary for Advisory Commission to the Council 
of National D Secretary of War or the Secretary of the 
Navy. Contract rotect the United States with reference 
to the future u f such emergency facilities. 

Title V—S Limiting Provisions of the Vinson 
Act and Certa Merchant Marine Act,- 1936. For the 
period that th ; in operation the 8, 10 and 12 pet 
cent profit lim: he Vinson-Trammell act and the Mer- 
chant Marine r naval vessels, airplanes and certain 
other € juipme 

Title V—A Internal Revenue Code. Several technical 
amendments at 1come tax law. The excess profits tax used 
to complement nce 1933 is now called the “declared 
value excess pt | in force. Personal service corporations 
are subject to ; other corporations but are exempt 
from the new so desire. In the latter case the share- 
holders are ta mbers of a partnership. | 

Title VI—N Insurance and Provisions Affecting be 
Railroad Reti» rson enrolled in active service shall 
be granted life year level premium term plan. The 
policies may 1 or more than $10,000. Militar 
service may be nnuity requirements of the Railroad 
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able Title VII—Credit against Federal Unemployment Taxes. This title 
put: srants relief to those employers who failed to receive credit for unem- 
ided sloyment taxes due under the Social Security act because their contribu- 


tions to the state funds were not made in time. 


but The Act was signed. by the President October 8, 1940. 
Tax 

Comments 
for The names of the two Revenue acts of 1940 are partly misleading. The 
slop- chief purpose of the first Act apparently was to authorize additional bor- 
the 


rowing of $4,000,000,000 and increases in taxes to pay off this amount 
in five years. The main purposes of the Second Act appear somewhat 
inconsistent; one main provision was to speed up the defense program by 
reducing taxes and by removing uncertainty about taxes to be levied on 
those providing the government with defense supplies, and the other 
main provision was to increase taxes on corporations, particularly on those 
Was making “excess profits” on defense contracts. The Second Act, by in- 


Py creasing corporation taxes and reducing dividends going to individuals, 
when will reduce somewhat yields of individual income taxes authorized by 
other Acts. 

tified Except for the fact that the law may be changed at any time and the 
unc belief that it probably will be changed soon, it might be expected to give 
f the a big impetus to the carrying out of the defense preparations. It may 
rence anyway because the accelerated amortization provisions and the excess 
. profits credits and special relief provisions appear rather generous. By 
nson exercising the option of choosing the average of 1936-39 profits as the 
t the basis for determining taxable excess profits, the corporations making large 
A profits in those years may continue to make large profits and, on the 

ef: 


other hand, by choosing the invested capital basis the corporations making 
small profits or even losses in recent years will have the opportunity to 
increase their earnings greatly before becoming subject to the excess profits 


ortain 


nical tax. 

used Practically all corporations earning over $5,000 net, however, will be 
lated subject to higher taxes than heretofore, much higher if their net profits 
ations exceed $25,000, and very much higher if earnings run to large amounts. 
cempt Most of them can still console themselves, however, that normal corpora- 
share- tion taxes in the United States are still much lower than in Great Britain, 

though they are not exactly comparable. 

g Besides the optional alternative credits and the $5,000 flat exemption, 
snaii 


which make the excess profits tax inapplicable to most corporations, there 
are numerous other “easing” provisions. In computing the average base 
year credit, a deficit in one year may be disregarded. Half of borrowed 
capital is included in the invested capital base credit. This should en- 
‘ourage the use of venture capital and thus increase employment and pro- 
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duction. Cort ial income of less than $25,000 are per: 
mitted to cat income credits for one year. Specified 
classes of pr eriod of years but “realized” in op, 
year may be irs. Long-term capital gains and losse; 
are disregard rations may file consolidated returm; 
The excess pt! rporations only. It does not, as recom. 
mended by tl to individuals and members of partner. 
ships; unlike subject to high surtaxes and may not 
accumulate ta rsonal service corporations may elect t 


be exempted rofits tax, and be treated practically a; 
partnerships 

The excess ist war period caused enormous admin. 
istrative difh ! f determining promptly the invested 
capital of pra lustries of the country were insurmount- 
able. The dif n with intangibles, “earned surplus,” 
reorganization sessments” in “hard” cases were like. 
wise insuperal time and came near breaking down the 


Treasury’s adt ry.© The drafters of the Second Revenue 
act of 1940 at hese difficulties by methods which would 


take too long largely by the use of definitions already 
established by the use of basic data already of record, 
the treatment rty like tangible property, the inclusion 
of half of bor vested capital,’’ etc.® 

In spite of a very complicated and difficult to under- 
stand, though than before the Senate amended it. Its 
administration ficult and complex problems, some of 


them unantici of prolonged litigation. The fac 
is that this kine oth fair and simple; doubtless this one 
will work har ases but, in general, it appears equi 
table if not get small corporations. 

It is true tl _ that business profits generally have 
been subnorn f the past decade and that taxes arc 
already high sation from that of 1917 and 1918 


when our ear! were enacted; but it is also true that 
we need to ex redness program in fact as well as on 
paper and that t deal more in real sacrifice than mos 
people yet rea | 

The great | rs to be that nearly everybody thinks 
that billions { e provided without costing him much 


6, 7 and 23. 
See Lreasus ngs before the Committee on Ways and Mea 
House of Rep » on Finance, U. S. Senate, 76th Congies 
3rd Sessi 1 | p. 94, 95 (Aug. 9-14, 1940.) 
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real sacrifice. The capitalist wants normal or higher profits; the laborer, 
normal or higher wages and shorter hours. On the other hand, the govern- 
ment is pressed to see that no capitalist retains excess profits even at the 
risk of checking production of defense supplies necessary to avoid war, 
or at the risk of losing the war if it cannot be avoided. It is urged that 
taxes must be kept down even if we add billions to already unprecedented 
debt. The idea seems to be either that the unemployed—who have not 
demonstrated their extraordinary capacity—shall carry the cost of prepared- 
ness or that we shall finance nearly everything by borrowing. The latter 
is the seemingly easy way but involves the most hazards, those of inflation, 
repudiation, and economic chaos. Too few of us have learned that we can- 
not borrow preparedness and that the attempt to do so through financial 
and economic legerdemain is practically certain to be disastrous. 

The new tax laws provide for only a small part of the additional funds 
already appropriated for defense, and they are only a fraction of what has 
already been appropriated for this purpose, to say nothing of more to come. 
It is unfortunate that our national finances and our entire national economy 
had not been put in order before we had to face another emergency of 
major proportions. On the other hand, we are fortunate that we have more 
time and resources to meet this emergency than Western European nations 
have had. How promptly and effectively we pull ourselves together and 
meet the challenge of the many tremendous new problems that confront 
us will be the supreme test of our economic and political system and of 
the competence of our citizens and statesmen. 

Roy G. BLAKEY 
C, BLAKEY 
University of Minnesota 
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COMPETITION 


experiences subnormal earnings over ; 
ci e excess capacity coincides with inability of 
producers t The experience of the cotton textile industy 
supports the vie nds in time to correct itself. The excess ¢. 
pacity which de nd 1923 was substantially eliminated by 1937 
Under cer sible for cutthroat competition to continye 
indefinitely. 7 the imperfection of the labor market. 

I hat free competition tends to promote 
economic effi wever, have remained singularly un- 
convinced. It nufacturers’ conventions competition 
is termed “‘ruit tthroat,”’ “destructive.” The contro! 
of competiti , mergers, trade associations and in- 
formal agreem bjective of business policy. 

The compet ned by business-men are of two quit 
separate types tly distinguished. Cutthroat competition 
sometimes ref ertising, adulteration of goods, commercial 
bribery. defas ;, and similar fraudulent practices.’ It 
would be gen practices are undesirable, and the 
therefore raise n public policy. 

Second, an nly, cutthroat competition refers to 
acts which ten lower the existing price structure 
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their cash reserves. There is no reason to assume that producers who reduce 
prices are more malicious or more greedy than their rivals. 

It seems more useful to say that competition becomes cutthroat when 
prices and profits fall below a specified level. Cutthroat competition may 
be said to exist in an industry when the average rate of return on stock- 
holders’ investment remains for some time below the rate which would 
equalize the attractiveness of this industry and other industries to investors.* 
The period considered must be long enough to include years of prosperity 
as well as years of depression. The discussion which follows is concerned 
only with industries which experience subnormal earnings over at least 
one complete business cycle, and which therefore have some claim to the 
status of chronic problems. 

Cutthroat competition, thus defined, can arise only where there is excess 
capacity of the fixed factors engaged in the industry. Excess capacity may be 
said to exist when, if all plants in the industry were to be used to capacity,* 
the profit ratio of the industry would be below normal. Under pure competi- 
tion, subnormal profits indicate the presence of excess capacity, while profits 
above normal indicate a shortage of capacity. Under monopolistic competi- 
tion, too, subnormal profits are reliable evidence of excess capacity, but the 
reverse is not necessarily true, since it is possible for profits to be normal 
or above normal even though excess capacity exists. 

The definition of excess capacity may be further clarified by contrasting 
it with unused capacity. While excess capacity can refer only to an indus- 
try, unused capacity may refer either to an industry or to an individual 
plant. The unused capacity of a plant or an industry is measured by the 
difference between actual output and capacity output over a given period. 
But the presence of unused capacity does not prove the existence of excess 
capacity, nor can a measurement of the former provide any indication of the 
extent of the latter. The excess capacity of an industry is the amount which, 
if withdrawn from production, would bring a rise in prices sufficient to 
restore normal profits. This cannot be ascertained without an analysis of all 
demand curves in the industry. 

"After allowance has been made for the relative riskiness of the industry under con- 


sideration, its earnings should correspond to the average earnings of all industries which are 
pen to new producers. This definition is somewhat more general than the usual definition 
i “normal profits.” It does not assume that total investment in all industries is constant, 
nor does it assume that pure competition prevails. It is quite legitimate to average the 
carnings of industries marked by differing degrees of monopoly, provided only that “closed” 
industries are not included. 
_ The weakness of existing profits data, of course, limits the practical usefulness of this 
cennition. Only in the most obvious cases can we be certain that cutthroat competition 
exists 

“By the capacity of a plant is meant that rate of operation which would give the 
Tinimum average total cost. Capacity in this sense is not fixed, but will vary with changes 
n the costs of the factors of production. For a good discussion of the possible meanings of 
“apacity and excess capacity, see J. M. Cassels, “Excess Capacity and Monopolistic Competi- 
tion,” Quart. Jour. of Econ., May, 1937. 
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hroat is more violent and unpredictable, and personal animosities are more 
three bitter. Beneath these surface differences, however, the results of competi- 
com- tion are essentially the same. As marginal producers are eliminated, the 
with downward pressure on prices is relieved, and profits tend to rise once 
e of” more toward the normal level. 
imple It is sometimes asserted that these adjustments occur only in the minds of 
two economic theorists. In particular, the fact that bankrupt companies can be 
eXist, reorganized and resume production with lower fixed charges is often said 
; will to make the period of adjustment longer than classical writers supposed. 
oduct This argument seems to rest on a misunderstanding. Marshall stated clearly 
’ May that a plant will continue to be operated so long as its output returns any 
sent. surplus above prime costs, 7.e., so long as the fixed assets have any value 
- Pro- whatever.’ If the business is an individual proprietorship, as most classical 
mini- writers tacitly assumed, earnings can fall and the value of assets shrink 
nent, without legal proceedings. If, however, the entrepreneur is a corporation 
which has issued securities bearing fixed rates of interest, legal recognition 
yrmal of a reduced rate of earnings on these securities requires reorganization of 
from the company. Successive reorganizations enable the company to continue 
Sac in production until its net earnings fall to zero, when there is no possi- 
ices.’ bility of rehabilitating it through further reorganizations. All this is quite 
Oey in accord with Marshallian theory. Reorganization is simply a means of 
ngss. restoring to the corporation something of the flexibility of the proprietor- 
ship, ship, and thus assuring it approximately the same chance of survival.® 
ing a II 
ucets 


The view that cutthroat competition tends in time to correct itself is 
supported by the experience of the cotton textile industry.* The consequences 


yas of competition in this industry have been frequently lamented in trade 
vial journals and elsewhere. Excess capacity, as indicated by profit ratios, seems 
me a 

nuch "See, for example, Principles of Economics, v, ix, 3. 

few “It may be argued that the scaling down of capital values through reorganization, by 
ree allowing “normal” profits to be earned on a reduced investment, conceals the unprofitableness 
dE ICES of the industry and encourages new producers to enter the field. This will be true, however, 
= only if the prospective entrants direct their attention solely to the profit ratios of existing 
oa ims. If they are sufficiently prudent to calculate the margin between average unit cost 
mp (based on the price of mew equipment) and the price of the product, they will be dis- 
rences 

ie il usioned concerning the profitableness of the venture. 

. _It is impossible to consider the cotton textile industry as a unit because of the great 
ie a of its products. The discussion which follows relates only to producers of the 
itis 85 product—grey cotton print cloth. Most print cloth is sold in the grey, through 
, New York selling agents, to “convertors” who have the cloth printed and resell it to 
is at: 

“ garment manufacturers, wholesalers or retailers. Cloth is sold in a few standard grades, 


bal a on weight and closeness of weave, and trademarking and advertising are unknown. 
cee “ convertor is necessarily an expert judge of cloth, and advertising appeals would have 
little effect on him. The number of print cloth producers is relatively large; and no firm 

uces more than a few per cent of the total output. This branch of the industry thus 
‘pproximates the conditions of pure competition. 
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been considerable. No data are available concerning total unit costs in the 
swo areas, but profits figures may serve as indirect evidence. From 1925-29 
a selected group of southern companies earned 5.8 per cent on stockholders’ 


TasBLe I—Prorits 1n Cotron TEXTILES AND IN ALL MANUFACTURING 
PERCENTAGE TO CAPITALIZATION 


All Cotton textiles 
Year facturing! J 
manufacturing All? Northern? Southern? 
1919 18.3 32.5 
20 12.3 12.1 
1 2.9 9.4 
2 10.2 11.4 
3 11.2 11.0 
4 10.0 1.3 
5 12.1 4.3 —1.6 5.2 
6 12.4 3.2 —0.4 3.7 
7 9.5 10.2 3.2 10.4 
8 11.0 4.7 2.9 5.7 
9 2.4 4.1 
30 
1 
2 
3 0.7 6.6 3.8 10.2 
4 3.0 1.3 —3.1 4.0 
5 5.7 —1.0 
6 7.9 2.6 


1 1919-28: R. C. Epstein, Industrial Profits in the United States, National Bureau of Eco- 
nomic Research, New York, 1934, p. 242. 

1933-36: W. L. Crum, “Cyclical Changes in Corporate Profits,” Rev. of Econ. Stat., May, 
1939, pp. 49-61. 

1919-28: R. C. Epstein, op. cit., p. 254 (“cotton weaving’). 

1933-36: Federal Trade Commission, Reports on the Textile Industries, 1933-36. 

* 1925-29: C. E. Fraser and G. F. Doriot, Analyzing Our Industries, McGraw-Hill, New 
York, 1932, p. 120. 

1933-34: Cabinet Committee Report on the Textile Industry, 1934, p. 61. Federal Trade 


All figures represent net income after charges as a percentage of stockholders’ investment. 


investment, while selected New England companies earned 1.5 per cent. A 
more complete survey for the years 1933 and 1934 showed earnings of 
7.1 per cent in the South, 0.33 per cent in New England (Table 1). The 
relative profitableness of cotton textiles in the South caused plant capacity to 


and the like. Union officials contend, on the other hand, that the efficiency of southern 
workers is sometimes higher because they have no preconceived ideas as to how many 
machines they should tend. (ii) Many southern workers live in company towns, rent their 
houses from the company, buy at company stores and from company-owned utilities. In this 
case wages may be either higher or lower than they appear to be, depending on whether the 
prices charged by the company are below or above the cost of providing the services. It is 
generally believed that these services are provided below cost and thus constitute an addition 
‘0 nominal wages, though this too is denied by the union. 


Commission, op. cit., 1933-36. 
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wificient to restore the former profitability of the industry. Mill margins 
jeclined steadily from 1923 to 1932, recovered sharply in the last half of 

1933, but sagged again from the end of 1933 to the summer of 1936.’® 
During this fourteen-year period, profits in cotton textiles appear to have 
been no more than half those of manufacturing industry generally (Table 
I). While this is not conclusive proof, it is strong prima facie evidence of 
existence of cutthroat competition. 

It is desirable to distinguish in this regard between the northern and 
southern branches of the industry. During the years for which data are 
yailable (1925-29 and 1933-34), southern producers averaged more than 
6 per cent on stockholders’ investment. It is doubtful whether this con- 
stitutes cutthroat competition, particularly in view of the fact that plant 
capacity in the South increased appreciably during the period.*® One can 
be quite certain, however, that competition has been ruinous to the New 
England branch of the industry. Low or negative earnings have resulted in 
asteady liquidation of productive capacity. The number of spindles i in place 
in New England fell from 18 millions in 1923 to 8 millions in 1937. 
Though a small number of spindles and looms have been moved south and 
reérected, most of this reduction represents actual scrapping of machinery, 
with buildings left vacant or rented to new users. 

The experience of the industry during the past fifteen years may now 
be summarized. The development of excess capacity in the early twenties 
brought low earnings, which could be increased only by controlling pro- 
duction or by reducing plant capacity. For reasons already indicated, con- 
rol proved impossible and events took the latter course. Under the pressure 
of shrinking processors’ margins, elimination of marginal mills went 
steadily forward. The total number of spindles in place fell from a peak 
of 38 millions in 1925 to 27 millions in 1938. Available estimates indicate 
that the process of liquidation is nearing its end; and that the capacity of 
the industry is now only slightly in excess of probable future sales.** 


Unt 


**Mill margin” is the difference between the price of a pound of a specified grade of 
print cloth (in this case, 38.5 inches, 64 x 60, 5.35) and the cost of the cotton contained in 
loth. It indicates, in other words, the amount which the manufacturer receives to cover 
5 operating expenses and yield a profit. The margin on the standard grade of cloth noted 
dove fell from 22.5 cents per pound in 1923, to 18.0 cents in 1929, to 9.9 cents at the 
beginn ng of 1933. After recovering to 23 cents at the end of 1933 it fell off once more, 
reach d 14 cents in the spring of 1936. 
” TI ie . fact that total investment increased, however, does not necessarily prove that 
‘its were more than “normal.” In a family business such as cotton textiles, ownership of 
pital is closely associated with the possession of managerial skills. It is the return to the 
ist-plus-manager which must be maximized. A displaced New England cotton manu- 
er might gain by building a new plant in the South, even if the return on capital 
aione were less than he could have obtained elsewhere. 
: vit has been estimated that, if the average consumption of cotton goods from 1915-36 
aken as “normal,” this demand could be satisfied by 21 million spindles operating 80 
hou urs dha week. (C. T. Main, op. cit., pp. 9-13.) Since the number of active spindles in 
March, 1938, was only 24 millions, and since some margin is required to care for seasonal 
and cyclical peaks, it would seem that excess capacity has been largely eliminated. 
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will vary with the number of alternative opportunities for employment, and 
with the period of time considered. 

Not only is exploitation** of labor possible under these conditions, but 
the degree of exploitation®® is likely to vary among different plants in an 
industry and among different geographic areas. This situation tends to 
create excess capacity by encouraging the building of plants in places where 
the degree of exploitation is particularly high, although profits in the 
industry are no more than normal and the places concerned have no genu- 

ne productive advantages. Even if the expansion of an industry into a 
new area is justified by genuine economies, a high degree of exploitation 
in that area may make the expansion greater than it otherwise would have 
been. The excess capacity which necessarily arises in such cases is thus 
intensified. 

Whether labor's exploitability can contribute to the perpetuation of 
excess capacity depends on whether employers normally take full advantage 
f their possibilities of exploitation. If they do not, as seems likely in 
practice,** then the possibility of additional wage cuts is always present. 
In any industry where excess capacity has developed, at least part of the 
producers will be able to avoid the incidence of falling prices by cutting 
wages. Firms which would otherwise have been eliminated are thereby 
Lepti in production, and excess capacity is perpetuated.** The self-adjusting 
mechanism of classical theory depended on producers being ground between 
falling prices and rigid cost functions. If wages can be cut and cost curves 
lowered at will, the bottom drops out of this apparatus. An incidental 
result is that those firms which are eliminated are not necessarily the least 
efficient, but may be those whose labor supply curves are most elastic. Firms 
located in cities with diversified industries, for example, may be in a poorer 
position to withstand cutthroat competition than firms in one-industry 
towns which have no close competitors for the available labor supply. 

The existence of widespread and continuous unemployment may also 


“As used here, this term is identical with the “monopsonistic exploitation’’ of Joan 
Robinson (see Economics of Imperfect Competition, Macmillan, London, 1934, pp. 281-83 
and 292-97). It will be noted, however, that I hold a different view of the probable shape 
‘ the labor supply curve to the individual firm, which is presented as a continuous func- 

n by Mrs. Robinson. 

‘he degree of exploitation might perhaps be measured by the difference between the 
ginal value product and the rate of wages, taken as a percentage of the marginal value 


s well known that many employers pay wages well above the bare minimum which 
| hold their working force together because they desire public approval, or the good- 
heir workers, or freedom from union activity. Wages in these plants will be cut 

¢ minimum only under the pressure of falling prices and shrinking profits. 
f by re ries wages below the prevailing level for similar work all firms in the 
are enabled once more to earn normal profits, it may be contended that cutthroat 
tition has been eliminated. It seems more accurate, however, to say that excess capacity 
roat competition still exist, but that their incidence has been transferred to wage 
instead of being borne by the return on capital. 
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out above. The concentration of an unduly large part of the labor force 
in these industries is poor social economy. Yet it is probably better to have 
men employed inefficiently than not employed at all.?° The only genuine 
remedy for the situation is a recovery of production which will draw men 
out of occupations into which they have been forced during the past decade 
and in which their productivity is relatively low. 

In the absence of rapid economic expansion, cutthroat competition will 
develop frequently, last for long periods of time, and in some cases per- 
sist indefinitely. The direct approach to the problem through price fixing, 
however, is likely to do much more harm than good. The effective meas- 
ures, from the public standpoint, are mostly indirect. They lie partly in 
the field of wage policy, partly in the field of cycle policy. The problem 
thus overlaps and merges with the larger problem of how to maintain full 
utilization of resources in an expanding economy. 

LLoyp G. REYNOLDS 

Johns Hopkins University 


*It would therefore be undesirable to bar unemployed men even from occupations in 
which returns are relatively low. In some cases, indeed, the unemployed can drive down 
wage rates and secure employment only by setting up as independent entrepreneurs. In 
building construction, where the insistence of the trade unions on high hourly rates and 

contractors on wide profit margins has kept the price of buildings and repairs relatively 
high, many carpenters, painters, etc., have turned contractor and offered to do the work for 


elatively low wages. This has undoubtedly tended to deflate building costs and to increase 
the volume of construction. 
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seem to indicate that funds are withdrawn at times for the purchase of 
securities and at other times to meet margin requirements.’ 

One metropolitan bank has attempted to discover the reasons for closed 
accounts and for withdrawals by check for most of the period since 1928. 
From April, 1937, to July, 1938, the total amount withdrawn by check 
and endorsed by investment concerns totalled nearly $717,000 for this one 
bank. No other kind of endorsement was nearly as large, the next largest 
being the post office, presumably for postal savings and immigrants’ re- 
mittances. Withdrawals by check from this bank were made up as follows 
during this period: 


TABLE I 
Uses OF FUNDS WITHDRAWN BY CHECK 
ONE LARGE BANK, APRIL, 1937-JULY, 193 


Destination Amount Per cent 


§. savings bonds ..$ 13,605 


Savings and loan associations ........ .. 44,569 


.. .$860,380 100.00 


As to other purposes to which savings depositors put their money, there 


is less information as far as amounts are concerned. The same New York 
bank has, however, investigated the reasons, as far as possible, why ac- 
counts have been closed out. These figures do not, therefore, indicate why 
depositors withdrew funds unless the whole account was withdrawn. In 
addition, it is doubtful whether the representative of the bank was in all 
cases able to discover the true reason for the withdrawals. Nevertheless, it 
is likely that the following figures show fairly well why savings have been 
withdrawn in this locality. The figures cover the period from January, 
1929, to July, 1938, with the exception of 1935 and the last 10 months of 
1934, 

It may be assumed that money withdrawn because of unemployment was 
spent. Probably a large part of the “miscellaneous” category also might be 
included in “spending.” “Family and Legal Trouble” also would appar- 
ently mean that the money was spent. Altogether, therefore, it is safe to 
assume that well over half of the accounts closed were spent. Perhaps 10 


per cent of the closed accounts were used in the depositors’ business or for 


"A multiple correlation analysis of withdrawals, stock prices and stock sales was made 
Dut was expectedly inconclusive; expectedly because there are reasons for withdrawals to 
increase with either rising or falling prices, and sales may be large in either case. Compare 
Neynes, Treatise on Money, ii, 250-251, “Now when bullish sentiment is on the increase 
ere will be a tendency for the savings deposits to fall.” Margin requirements provide a 
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It should be remembered, of course, that the data here considered de- 
sctibe the withdrawals from only one bank. It is natural to expect differ- 
ent experiences in other banks. This particular bank happens to be located 
in a section of New York that is apparently losing a considerable amount 
of its past economic importance; hence it is to be expected that total with- 
drawals should be relatively large. Especially those caused by unemploy- 
ment, by the depositor leaving the city, and by the inconvenient location of 
the bank, should be larger than elsewhere. 

One of the principal differences noted, when observing all banks, is that 
the deposit and withdrawal figures for all the savings banks in New York 
State provide the rather surprising conclusion that funds were not with- 


CHART I 


Noyment 


MAIN REASONS FOR 
CLOSED ACCOUNTS 
Cone large bank) 


(deta rot available) 


1932. i933 


1936 (932 


drawn in any appreciably increased volume during the 1933 depression. 
The total volume of deposits actually increased from $4,463,046,000 in 
1929 to $5,139,593,000 in 1934, and further, the amounts withdrawn 
monthly did not increase appreciably in any month except March, 1933. 
The monthly pattern of withdrawals remained very much the same as be- 
fore the depression.t Both withdrawals and deposits followed the usual 
monthly swings (being large in January, April, July and October), but in 


smaller volume.® 


was a fairly rapid, although uneven, decline in the number of accounts closed for 
‘his reason, from about 135 a month in 1929 to 60 a month in 1933. This may have meant 
at people were unable to leave their homes after the depression was well under way 
“cause unemployment was as bad in other areas, because they lacked funds to move, be- 
: of a general fear of new attempts in depressed periods, or similar reasons. The 
figures indicate that the depression did not cause a very considerable migration among 
depositors, 

‘This point is further developed, but with particular reference to the problem of re- 
in Welfling, Savings Banking in New York State, ch. x, with supporting charts and 
vata (Duke University Press, 1939.) The Superintendent of Banks publishes figures for 
anual withdrawals (Annual Reports). The Savings Banks Association of the State of 

ih, lects data on monthly deposits and withdrawals. 

The explanation for the quarterly peaks of withdrawals is that many payments fall 
“ue on these dates, and certain seasonal expenditures such as house repair, taxes, purchase 
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fgure for demand deposits in 141 cities fluctuated between 40 and 60 from 
1919 to 1928, that is, demand deposits turned over between 40 and 60 
times a year. Savings deposits, on the whole, have never turned over as 
often as once a year. The percentage of savings deposits withdrawn in 
any year between 1919 and 1928 was between 29 and 33. 

The rate of turnover of demand deposits is also more subject to change 
than is that for savings deposits. This conclusion is more clearly brought 
out by the figures after 1928. Whereas the rate of turnover for demand 
deposits went well above 80 and 90 in 1929 and 1930, the rate for sav- 
ings deposits barely reached 0.4—that is, 40 per cent of the average amount 
on deposit in 1929 was withdrawn during that year. In the depression, the 
rate for demand deposits dropped below 25 in 1932, or by more than two- 
thirds, while the rate for savings deposits declined only slightly in 1932 
and 1933, and continued to fall slowly to about 0.25 in 1935. 

The activity of accounts may also be related to the average size of ac- 
counts. Internal studies which have been made on this problem indicate 
that the most active accounts are those consisting of medium-sized balances, 
ie., from $400 to $800. Usually very small accounts and very large ones 
are relatively inactive. The small accounts are so numerous, however, that 
they make up a large share of the total accounts and of the total transac- 
tions. For example, in one large New York City bank, the deposit liability 
for accounts under $500 was about 6 per cent of the total, and the active 
accounts in this group made up 3 per cent of all active accounts, but this 3 
per cent had approximately 55 per cent in amount of all transactions (de- 
posits and withdrawals) recorded. In number, the accounts for less than 
$500 constituted 49.72 per cent of the total and included 21.33 per cent 


of all active accounts. Hence 21.33 per cent of the active accounts made up 
over half of the activity. 


C. Age and Mortality of Accounts 


The age of accounts is important for several reasons. Such data throw 
ight on the savings habits of the public, as well as on the profitability of 
various accounts to the banks. The following table shows the age of ac- 
counts closed at one metropolitan bank during the month of April, 1938. 

From these figures it is evident that a large portion of newly-opened ac- 
counts are closed before they have been in the banks a year.® These make 
up the costly element of deposits, along with those that are not closed out 


ed shortly in business, and which were considered by depositors to be as readily ob- 
tainable as demand deposits. 

‘However, some of the individual accounts are much more active than this average, 
Dut since they are usually small they do not greatly affect the average. 

The same conclusion is reached in another way from figures from another large bank; 
3 14 per cent of the accounts less than a year old were closed, as were 0.80 per cent of 
those from three to five years and 0.67 per cent of those ten years and over. 
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‘a the bank until April 1, 1938, was least in 1928, 1929 and 1930. The 
sercentage of accounts deposited in those years and still remaining at the 
end of the study varied between 3 and 4 per cent. More than 6 per cent of 
the accounts opened in 1931 remained in the bank. These figures would 
indicate that to some extent people who began to save toward the end of 
the boom period soon found it impossible to continue. 


Conclusions 


The data discussed above may serve, first, to throw some light on the 
oroblem of what proportion of new savings deposits are to be considered 
as true savings. There is usually little doubt that the deposits in savings 
banks represent saved funds, although it is widely recognized that a large 
part of the time deposits in commercial banks should not be so considered. 
Probably the primary problem is to arrive at a satisfactory definition of 
savings. In this connection the data emphasize the importance of the time 
period considered when distinguishing saving from consumption. In other 
words, since a large part of the funds in savings deposits are amassed for 
non-current spending, they are not clearly savings unless a time interval is 
chosen in such a way that the funds are accumulated in one interval and 
spent in another. 

A man may have, for example, a tax bill of $120 a year. He may pay 
the bill out of his current income in the month the bill is due, or he may 
‘save’ $10 a month throughout the year. He is apparently in the same 
position at the end of the year in either case, except that in the latter he 
may accumulate a small amount of interest on the deposit. The mention of 
interest raises the question of the relationship of saving and investment; it 
mplies that the depositor’s funds have been invested. Here the data on 
deposits and withdrawals provide a further conclusion concerning savings 
deposits. In this particular example, there can be no more total invest- 
ment from the accumulation of $10 a month, because at the end of 
the year the deposit is withdrawn, and if it has been invested, the invest- 
ment must be liquidated. However, what actually happens, on balance, is 
that withdrawals are met by concurrent new deposits, which permit the 
ao investment of the previous deposits, but cannot themselves be 
invested. 

The total volume of savings deposits, therefore, is a revolving fund 
which is permitted to remain almost entirely*® invested because new de- 


Posits currently offset withdrawals. The figures presented above indicate 


that the deposits most generally thought of as long-term accumulations 
are trequently built up with the idea of withdrawal in the near future for 
‘ome item of expenditure. So-called “‘rainy-day” savings are in evidence, 
but are doubtless much less in the aggregate than is commonly supposed. 
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immediate case, savings deposits in mutual savings banks could not qualify 
because the depositor must, according to law, be present to make a with- 
drawal, which takes the form of currency or a check on a depository. If a 
method were devised whereby savings deposits could be transferred from 
person to person they could be used directly to purchase goods and to pay 
debts. Such a system is easy to imagine, even though the deposits might 
be subject to a 60-day notice (a check might be written and discounted, 
for example). The result would be an increase in the volume of spendable 
money and, presumably, a decreased use of existing money." 

To call a savings deposit money because it is a liquid reserve always 
raises the question of where to draw the line between money and invest- 
ments. In this case, for example, a United States savings bond has the same 
characteristics of stable dollar value and interest accumulation as savings 
deposits (because it is redeemable rather than saleable). The ownership 
of savings bonds, as well as of a savings deposit, would probably lead a 
person to keep less reserve in the form of money, but they are considered 

westments rather than money. 

“The fi gures presented above may serve to illustrate to what extent savings 
deposits are maintained primarily as investments, or frequently converted 
into money—in which case they approach being money in the minds of their 
owners. First, most deposits are very small and are accumulated for some 
large” expenditure or investment. This tendency is more apparent now 
than before 1929, when monthly deposits and withdrawals were both 
larger, and indicates an increased (relative) use of deposits for reserve 
_ Items of expenditure are larger and less frequent. Second, de- 
posits did not seem to be withdrawn appreciably for consumption during 
the oy aerrey If this is true it would indicate that depositors considered 
their deposits as not for consumption, and were able to keep them for 
other purposes in spite of the depression. Third, a few very large accounts 
make up most of the amount on deposit. Some of these are seldom with- 
drawn, while others shift in and out of the banks in response to other 
investment opportunities. In other words, the owners of the latter shift 
from one type of earning asset to another—from one that does not de- 

eciate to one that has depreciated. - 

Fin ally, an analysis of savings deposits also leads to certain conclusions 
90 respect to a social security program. It would indicate that, in general, 

at part of the population most likely to benefit from a social security 


iething similar to this has taken place in those savings banks which have arranged 
tors’ utility bills for them. Differences in reserve requirements are ignored 


© Keynes, Treatise on Money, pp. 140-146, for a discussion of the effect of this 
g on the price level of investments. The early literature on savings banks bears 
ent reference to “capitalists” who sold securities at high prices and deposited the 


~sseds IN savings accounts for withdrawal when security prices were lower. 
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A REEXAMINATION OF THE CLASSICAL THEORY 
OF INFLATION 


lequate analysis of the classical theory of inflation cannot afford to neglect the 

(a) The structure of economic society, more particularly of industrial 

n, was not fully integrated by the turn of the eighteenth century. (b) The general 

' theory formulated at that time concentrated on the problem of production in ac- 
ace with the concrete major problem of its time. (c) The “received doctrine” con- 
ney had been formulated under mercantile conditions based on a manufactural 

in » indetene mode of production. (d) The general circumstances occasioned by 


ad wars, resulted in an apparently general rise of prices. 
the functional value of a theory developed on this basis and proposed to be ap- 
the solution of modern monetary problems, we have to recognize that: (a) The 
f this rise of prices was carried on with the help of a scientific method which did 
ad could not include a concept of qualitative change. Quite the contrary, “received 
as well as the outward appearance of the economic process seemed to suggest a 
ititative expansion without any fundamental qualitative change in the structure 
ion. (b) The result of such an attitude toward the phenomenon of rising prices 
nceive of them as deviations from an otherwise static condition. (c) Such theoretical 
lid not prove fatal for that time for the reason that the actual though temporary 
nditions tended to obscure the imminent structural change indicated in the rise of 


The cl aew: oe of inflation expressed thus the phenomenal coincidence of a specific 
il peti . It has to be understood as a “special case’’ in doctrine formation created 
licable to a special historical situation only. 
By the end of the eighteenth century the industrial type of producing 
nodities had become prevalent, bringing in its wake a development of 
regular interrelationships between the various producers and consumers. 
Adam Smith, in his discussion of the division of labor, has given an 
lequate picture of that society. 
There is little doubt that the theory of money would have retained its 
position of secondary importance in the general economic theory of that 
id if it had not been for the occurrence of particularly striking events 
vhich forced the political and economic strategists to concern themselves 
particularly with disentangling the apparently highly important flux of 
cy. One extraordinary event was the French Revolution, which to the 
English merchants produced an economic-political threat of first im- 
portance. There was a definite connection between the Revolution in France 
ind the conditions in England. In the treatises on money, concerned with 
the doctrines elaborated in this period, it has always been emphasized that 
he military expenditures during this time were of an extraordinary nature. 
Ther ere is a curious neglect of the difficulties which arose out of the structural 
formation which took place in England quite irrespective of the foreign 
. It is of course perfectly true that one cannot distinguish clearly 
and in absolute terms between “ indigenous” development and “‘influences 
from the outside.” It amounts to a tautology, today, to say that the causes 
' the French Revolution and the reasons for its being disliked by the 
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the British armies in Europe. These payments to foreign countries were in 
many respects similar to the credits that were made available to Poland, 
Rumania, Greece, and Turkey by Mr. Chamberlain in 1939. Professor 
“iIberling has also made extensive investigations of the actual physical 
" insfers of the earlier time.* The volume of the extraordinary remittances 
is thus approximately known, also the source of these remittances.* 

Why had the premium for precious metals risen above par? This question 
wes of major importance to English foreign trade inasmuch as it not only 
made foreign goods more expensive in England at a time when large im- 
ports were of primary importance to England because of the war situation, 
xs well as the generally increasing needs for supplementary foodstuffs 
because of bad harvests, but also because England’s trade with India was 
based on large exports of silver, the acquisition of which now proved to 
be more expensive. It is therefore a rather curious position in which the 
leading English financiers found themselves during this time. On the one 
hand, there was no question about the necessity of carrying on the war 
against the French, and little opposition appeared, therefore, against the 
need of the government for large loans or the increase in taxes, just so 
the latter was predominantly indirect taxation, which would be least 
burdensome for the financiers. But while all this was true, they were con- 
siderably put out when this war finance began to be accompanied by a 
premium on precious metals over the English paper currency. 


II 


Boyd in his letter to Pitt® said that “the premium on bullion, the low 
rate of exchange, and the high prices of commodities in general (are to be 
regarded as) . . . symptoms and effects of the superabundance of paper.” 
Thornton argued similarly in his “Paper Credit.’’* He elaborates the case 
of an increase in the volume of currency and shows that such an increase 
must necessarily lead to an increase in the prices at home as well as to a 
premium on bullion. 


Bullion is a commodity . . . and it rises and falls in value on the same principle as 
ill other commodities. It becomes, like them, dear in proportion as the circulating 


ecium for which it is exchanged is rendered cheap, and cheap in proportion as 
the circulating medium is rendered dear.’ 


From this it follows that 


There arises that temptation . . . either to convert back into bullion and then to 


cit, 214-233; also, by the same author, “British Prices and Business Cycles” in 
| Econ. Stat., in prel. vol. v, suppl. no. 2, Oct., 1923, pp. 233-261. 
* Silberling, op. cit., p. 217. 
Boyd, Letter to Pitt, 2nd ed., 1801, preface, p. xxxi. 
__ An Enquiry into the Nature and Effects of the Paper Credit of Great Britain, by Henry 


‘hornton, M.P., London, 1802, especially chap. 8, p. 192, ff. 
p. 202. 
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rween right and wrong explanations, we have to refer either to con- 
.noraneous writers who hold different opinions upon the same subject 

utter at the same time; or we have to account for the economic structural 
anges which have taken place meanwhile. 

To come back to Thornton: he makes it quite clear that in his analysis 
he is concerned with the maintenance of a certain value of money and is 
concerned with “the difficulties of restoring the value of our paper.’ That, 
however, was decidedly not the interest of Adam Smith. He was primarily 
interested in the preservation of an adequate relation between prices and 
commodities. Thornton used this argument to argue a special case—namely, 
to restore the currency to that value which, for reasons indicated above, 
was of important advantage to him and his group. To put it in still other 
words, Thornton presupposed silently a desirable value of money, the 
achieving of which he made the primary task of the directors of the Bank of 
England. 

It is at this point that we wish to indicate a basic difference in the ap- 
proach to the explanation of the flux of money of this period as compared 
to the preceding one. It seems interesting that Thornton and his fellow 
bullionists, aside from occasional vague remarks, do not seem to be inter- 
ested in the fact that the volume of production at that time was increasing 
considerably. Adam Smith and Hume had been very conscious of this 
fact. Is it possible to discover in the economic events which had taken 
place meanwhile a sufficient reason for this, at least temporary, neglect 
of the bullionist school? 

From a somewhat different angle we may call attention to the fact 
that most, if not all, of the bullionists were London merchants, and as such 
were primarily interested in foreign trade relations rather than domestic 
production, and that their commercial activity was intimately bound up 
with the price of silver. We may add that a similar attitude of these mer- 
chants can be observed in connection with the evaluation of the function 
of the country banks. Thornton treats this function of the country banks 
in a very peculiar way. At no place does he elaborate on their réle of 
providing an expanding productive society with the necessary capital for 
such an expansion. All he is interested in is to use them as an analogy 
to international monetary relations, and in so doing, to expose them as 
those places in which speculative credit originated. It is not intended to 
otter here an advocatio diabolica for the country banks. Any rapid process 


;°! expansion, however, will be accompanied necessarily by speculative char- 


acteristics. But it goes much too far to center one’s attention only on this 
‘eature in discussing the country banks. It affords no difficulty to Thornton 
‘© assume that any willingness on the side of the country banks to extend 
_ will be met with an adequate demand for such credit. The important 
thing, however, would be to point out the reasons why, in spite of the 
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trade, Ricardo points out that the limit for the effects of an unfavorable 
trade “is probably 4 or 5 per cent. This will not account for a depreciation 
of 15 or 20 per cent.”"** According to the principles which Thornton and 
Ricardo held in common, this unfavorable exchange “‘is to be accounted 
for only by the depreciation of the circulating medium.”** The remedy 
which Ricardo proposed was the removal of the restriction against gold 
payments by the Bank of England. “If the Bank were to diminish the 
quantity of their notes until they had increased their value 15 per cent, 
the restriction might be safely removed, as there would then be no tempta- 
tion to export specie.'’?7 

The main argument then of the bullionist position seems to be that a 
return to a metallic standard would offer the only means to measure the 
volume of currency in circulation in relation to the volume of commodities 
to be exchanged. The implications in this statement will be discussed after 
we have briefly presented the opinions of the so-called anti-bullionists. 

It is to be remembered that we are interested here not primarily in a 
recounting of old controversies but in the detection of the process of doc- 
trine formation and its relation to the problems in economic reality with 
which these doctrines were concerned. It is therefore of little importance to 
follow every single one of the arguments in these controversies, especially 
if these arguments relate directly to the economic position which its advo- 
cates maintained. Most of the anti-bullionists were in one way or another 
connected with the government, and in many of the discussions the need 
for a defense for the measures taken by the government became visible. 
Thus, for instance, the proof offered by means of available statistics that 
the volume of the notes of the Bank of England had not increased, and 
that there was no necessary connection between the differing volumes of 
paper currency and the fluctuations of the exchange rates or the bullion 
quotations was easily refuted by Ricardo in saying that 
Whilst the high price of bullion and the low exchange rates continue, and whilst 
our gold is undebased, it would to me be no proof of our currency not being de- 
preciated if there were only 5 millions of bank notes in circulation. When we 
speak, therefore, of an excess of bank notes, we mean that portion of the amount 
of the issues of the Bank which can now circulate, but could not, if the currency 
were of its bullion value. When we speak of an excess of country currency, we 
mean a portion of the amount of the country bank notes which cannot be absorbed 


in the circulation because they are exchangeable for, and are depreciated below, 
the value of bank notes.18 


More important is the point which was raised recently by Professor 
Viner in discussing the bullionist position when he pointed out that 
throughout the controversy . . . bank deposits (were) . . . either over- 
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use for the lowering of the exchange rates, which in this case had been 
he forced expenditures abroad for the war. 
Ricardo’s never-endingly repeated solution to the existing difficulties was 
gene of the volume of currency. ““Diminish the currency by calling 
the excess of Bank notes . . . and what can prevent . . . an importation 
of gold and consequently a favourable exchange?’’*® The anti- bullionists, 
as far as they were representatives of the government, denied the advisability 
f such a policy under the existing conditions of war. The so-called anti- 
bullionists of the Bank of England type had, however, quite different 
reasons for being interested at least in the temporary maintenance of the 
existing volume of paper. It is true that the Bank of England had been 
established by London merchants. The successors of these London mer- 
chants were still largely engaged in overseas trade. The Bank itself, how- 
ever, established with the purpose of making profits and gaining the 
privilege of continuing to make profits, but under the cloak of aid to the 
government, had become with time less wedded to the particular interests 
of its one-time founders and began to lean toward the new sources of profits 
which had for some time been developing in England. These sources in- 
volved the expansion of English productive enterprise. Long enough had 
the Bank of England refused to accommodate those country merchants who 
had turned producer, as well as the newly developed type of the industrial 
entre pre eneur. Cold-shouldered by the Old Lady of Thread-Needle Street, 
they had begun to develop effectively their own institutions. Now, under the 
conditions of the commercial war, industry was not only expanding but 
was offered ample opportunities for speculative excesses. And in these 
golden opportunities the Bank of England wanted to partake. We thus 
see the directors of the Bank of England under the guise of theoretical 
advocacy of anti-bullionist doctrines busily engaged in defending the plenty 
of available money, which they were equally engaged in lending out.** 
ink Admittedly, it is difficult to disentangle today the exact use to which 
sie hose commercial credits were put, but from indirect evidence it can be 
assum ned that they were used for productive and speculative purposes within 
ihe country rather than as formerly in international trade. There is even 
more : likelihood lent to this suggestion if we consider that during the time 
of the commercial wars and after the loss of the American colonies, the 
overseas trade tended to revert to the west coast of England, thereby giving 
rise to new large banking establishments like Gurnell, Hoare and Harman, 
Who financed the trade between Liverpool and Philadelphia by means of 
duaker bills, and who linked their transactions with Hamburg. At the same 
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of profit likely to be derived from the borrowing of the existing circumstances. . . . 
We may . . . consider this question as turning principally upon a comparison of 
the rate of interest taken at the Bank with the current rate of mercantile profit.*° 


Viner dismisses rather easily the answer which the Bank of England 
oficials gave to these and similar statements before the Bullion Commit- 
tee when they were denying that 
The security against over-issue by the Bank would be reduced if the discount rate 
were to be lowered from five to four or even to three per cent. No person, they 
insisted, would pay interest for a loan he did not need, whatever the rate, unless 
it were for the purpose of employing it in speculation, “and provided the conduct 
of the Bank is regulated as it now is, no accommodation would be given to a 
person of that description.’’*? 

It is hard to see how, under the conditions of a healthy industrial expan- 
sion and an adequate availability of money, the interest rate can possibly 
play any important regulatory rdle if the officials of the Bank spoke with 
sincerity. No other regulative check for the expansion of credit is necessary 
but the investigation into the productive and non-speculative character of 
the loan. If the rate of interest were higher, it could result only in an in- 
crease in the cost of production of the commodities, which latter would 
amount to a factual decrease in the rate of interest, or it might result in a 
decrease in the rate of industrial expansion. Ricardo seems to see clearer at 
this point when he writes: “If the mines had been ten times more produc- 
tive, ten times more money would the same commerce employ,’’*? and 
publicly, he said once that “what the directors thought a check—namely, 
the rate of interest on money, was no check at all to the amount of issues, 
as Adam Smith, Mr. Hume and others had satisfactorily proved.’’** It does 
not seem that a reference to Ricardo’s Principles is directly relevant here— 
namely, that 
The applications to the Bank for money . . . depend on the comparison between 
the rate of profit .. . and the rate at which they are willing to lend it. If they charge 
less than the market rate of interest, there is no amount of money which they 


might not lend,—if they charge more than that rate, none but spendthrifts and 
prodigals would be found to borrow from them.** 


It is true that Ricardo suggested that a discount rate below the rate of in- 
terest would enable otherwise submarginal establishments to continue pro- 
duction. However, as far as “the whole business which the whole com- 


} 


', vessels, etc., employed in production. After a well regulated paper money 


It depends on the quantity of its — that is, of its raw material, machinery, 


Tt ton, The Paper Credit, \.c., p. 287. 
___ Ch, Viner, op. cit., p. 151, also Report of the Bullion Committee, 1810, Minutes of 
cvidence, p. 129, 
~ Ricardo, Works, p. 341. 
: Parliamentary Debates, Hansard, 1st ser., xl, p. 744. 
Ricardo, ‘Principles of Political Economy and Taxation,” Works, l.c., p. 220. 


munity can carry on” is concerned, 


[ December 


the paper money of the country. ;/ 
nd one shilling to the public, there 


} 


trade; . . . and it is probable too, thy 


nists accept the theory that the quan 
nt on the rate of discount** wil] no 
rest to follow the development of 
id to see those conditions gradually 

ould only be formulated, Stating 
terest as asserted did not exist, and 

eighteenth century represent that 


Lope d 
| 


i. 


1 the problem of responsibility for 
investigation into the concrete ac- 
to circumscribe their sphere of in- 


primarily the developing industry 
monetary facilities.*” It seems 
nd large-scale expansion many bus- 
vhat today would be called speculs- 
ng house of Messrs. Daintry and Ryle 
hester, incurred heavy losses because 
scheme to run steam carriages on 

t proposed, seemed to promise cet- 
ms, from the point of view of our 
however, we can accept the fact that 
ich jerks, the problem, especially 
will appear in a different light 
hat where paper money was 
f sound and genuine commercial 
On this line of reasoning,” they 

in prices could not have been the 


ed 


hat only “sound” commercial papet 


877, p. 40 
ind Exchange, 1810; J hn 
Gold Bullion, 1810; also Chats 


ion Committee, 1810 


Bull 


| nor diminished by the -_ 
f interaction between the countn 
tribe 


cember 


erations 
Ntry, al 
ic, there 
100, that 


quan- 
will not 
ment of 
radually 
Stating 
is under 
xist, and 
sent that 


bility for 


crete 
ore of in- 
country 
industry 
It seems 
bus- 
| specula- 
and Ryle 
because 
Tiages on 
ymise 


1940] Classical Theory of Inflation 771 


was being discounted. But what constituted sound paper at that time? As 
we have indicated above, many of the business ventures appeared in that 
setiod of quick and jerky expansion as perfectly sound, although they did 
not necessarily turn out to be sound at all. This necessary limitation which 
we have to attach to the argument of the anti-bullionists has to be car- 
ried one step further by distinguishing clearly the two spheres to which 
the argument of the relation between the changing volume of money and 
reacting prices is related. As far as a considerable part of the commodities 
whose prices were relevant was concerned, they were consumed at or 
very near the places of their production. And furthermore, the relatively 
undeveloped system of transportation and communication necessarily made 
for a much larger independence of the different parts of the country, 
with the result that the tendencies toward the establishment of a general 
price level were faint and visible only after considerable time had gone by. 
Lastly, we may point out in this connection that the silent inference about 
the comparability between different countries and the relations between 
different areas within one country had not yet proved to be a fact. If we 
point out the difficulties that such a generalization encounters, we want to 
remember that the dynamic forces working in these two different areas were 
of a different character. In the relation between two countries, that is, be- 
tween England and any other country, the objective was at that time that of 
exchange, and the side interest of those who were engaged in this activity 
was that of financing international trade. Capital export did not yet take 
place to any appreciable amount. Only after the latter had become an in- 
herent part of now international industrial production was the basis for an 
analogical treatment insured.*° 

The bullionists’ position on the possible explanation of the increase in the 
price level underwent a change within the duration of the controversy. 
Boyd clearly stated that the country banks were unable to grant credits in 
excess of their local demands as they had not been legally restricted to mak- 
ing cash payments and their customers were free to demand payments in 
this form. Even if they created credit for speculative purposes, the over- 
issue to their localities would automatically be contracted by demands for 
cash or Bank of England notes, for instance, by London; “no part of their 
issue can possibly remain in circulation beyond what the increase in pros- 
perity and industry of the country where they circulate can fairly absorb 
digest." The inference takes cognizance quite correctly of the fact 
that a healthy expansion of industry cannot possibly create an inflation 
when this expansion is being financed by a necessarily increased amount 
of credit, and that is in this case, paper money circulation. 
Thornton was perhaps the first one to fall prey to the functionally in- 
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other version of the theory of inflation, and he quotes Thompson and Bur- 
sess. (T. P. Thompson, “On the Instrument of Exchange,” Westminster 
Review, Vol. I, 1824, p. 200; Henry Burgess, ‘‘A Letter to the Right Hon- 
orable George Canning,” 1826, pp. 79-82. Cf. Viner, op. cit., p. 189.) 
According to them, the increased volume of money would result in increased 
employment in the production of consumers’ goods, and thus a rise in prices 
would be rather slow in view of the increased supply. There seems to be no 
reason for these views to conflict. While they do not coincide, they do not 
contradict, but, rather, complement, each other. 


From the foregoing presentation of the main elements of the classical 
theory of inflation, some conclusions pertinent to theory formation today can 
be drawn. As regards each one of the main concepts developed and sub- 
sequently employed, we found that they were relative to and inseparable 
from a particular set of circumstances. These circumstances were not “par- 
ticular” in the sense of ‘“‘accidental,’’ but form a consistent, while at the 
same time qualitatively changing, pattern. Having been created for the 
solution of concrete problems immanent in this pattern, and reflecting this 
pattern in turn in their logic, the conclusion is forced upon us that these 
economic concepts, as by inference the concepts of other disciplines, must 
change correlatively.** 

More particularly, we found that the significance of inflation-like phe- 
nomena depends on the concrete stage of the qualitatively changing process 
of production. In early industrial production the possible and actually oc- 
curfing expansion justified the assumptions of (a) a quasi-equilibrium, and 
(b) a relatively high and still increasing degree of unfettered interde- 
pendence of the factors of production. A monetary theory, therefore, based 
on these assumptions necessarily had to coincide with a high degree of 
accuracy with the concrete economic events at that time. This, however, in- 
ferentially amounts to saying that the absence of the same conditions neces- 
sitates the formulation of correspondingly different concepts.*? 

H. NIEBYL 

Carleton College 


“Cf. my article, “The Need for a Concept of Value in Economic Theory,” Quart. Jour. 
of Econ., Feb., 1940. 


_ “For a recent statement of a different point of view, see A. W. Marget, The Theory of 
Prices, Vol. I, New York, 1938. 
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taxation and expenditure. In the light of this definition, is traditional 
theory logically valid? 

In a note appearing in this Review in 1930," M. Slade Kendrick states 
that economists have always neglected the effects of public expenditure on 
demand and incidence, and his criticism appears to be accepted by Elmer 
D. Fagan* and Alfred G. Buehler.® Kendrick uses a gasoline tax and corre- 
sponding expenditure of revenue to show that public expenditure affects 
incidence: If the revenue is spent on roads, he shows quite rightly that such 
policy may increase demand for gasoline and therefore shift the tax entirely 
to consumers in the long run. In short, the demand curve for gasoline 
shifts to the right, “marginal” producers are enabled to remain in the 
industry, all sellers make at least as high profits as before the tax, and 
consumers pay the whole tax in the form of higher prices for gasoline. Had 
the demand curve not shifted, some producers, in accordance with Marshall- 
ian analysis’? would have withdrawn from the industry, and profits of the 
remaining producers would be reduced. This is easily demonstrated by 
use of Marshallian technique. 

It is, of course, proper to stress the effects of shifts in demand upon 
relative incomes and the allocation of resources. But such emphasis is a 
fundamental characteristic of classical analysis. In fact it is axiomatic that 
consideration of incidence necessarily involves consideration of effects of 
public expenditure and other variables upon both demand and supply 
functions, the demand function for various goods and services being simply 
the supply function of other goods and services. Moreover, the whole 
purport of the controversy revolving about poor-relief since Malthus and 
Ricardo is that such relief-expenditure would increase population, conse- 
quently the demand for “corn,” the price of “corn,” rent, and so on. In 
other words, such public expenditure was seen to be capable of altering the 
demand function for “corn,” which is, in the long-run, classical sense, the 
supply function of “labor.” In the light of this fact alone it is difficult to 

nderstand the opinion that, until Edgeworth mentioned the point, econo- 

nists have always neglected the effects of public expenditure on demand 
aad incidence."? Such a suggestion is contrary to an overwhelming weight 


‘Public Expenditure; A Neglected Consideration in Tax Incidence Theory,” Am. 
Econ. Rev., June, 1930. See also “Incidence and Effects of Taxation” by the same author 
0 Am. Econ, Rev., Dec., 1937. The second article involves no theoretical modification 


Tax Shifting and the Laws of Cost,” Quart, Jour. of Econ., Aug., 1933. 
_ Public Expenditures and Taxes,” Am. Econ. Rev., Dec., 1938. 

" Kendrick uses an upward sloping supply curve and a demand curve of elasticity less 
Nan inhnity and greater than zero. 

" Concurring in Kendrick’s view that the effect of public expenditure on demand and 
ncigence has been neglected, Fagan and Buehler strangely attribute to Edgeworth the first 
ucnier says “among the first’) recognition of the influence of public expenditure on 
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traor- jmilar to Kendrick’s'® to demonstrate the effects of public expenditure on 
ome: incidence, and likewise asserted that “‘no attempt is made” in classical 

economic literature “to see what happens to the tax once it has left the 
al tax MMB budget of the taxpayer.”"* De Viti de Marco accused classical economists 


com MB also of ‘a general disposition to suppose that the tax represents a loss of 
e very wealth for the taxpayer and for society.’ Like Kendrick’s attack, these 
—— GH charges appear to be based upon a misapprehension of classical doctrine. 
ing the Just as it is legitimate to assume that demand for a given product will be 
ok affected by a given public expenditure, so it is legitimate to assume that 
y avae fm demand for a given product will not be affected by a given public 


ad inc. expenditure. This analytical technique—invoked frequently under the 
and of WEE. celerts paribus formula—was used by classical economists just as it has been 
xpendi: ME used by Edgeworth and others.** To mistake the technique for the full 
7 substance of classical economics is, however, to disregard extremely impor- 


indeed, ME tant aspects of that body of doctrine. Smith, Ricardo, Mill, and their suc- 
and the cessors devoted much of their attention, as the reader can see from perusal 


a of their works cited above,"* to study of the effects of public expenditure 
ea he upon demand, price, and income. In addition to consideration of the effects 


changes of public expenditure upon factor supply-prices and the equilibrium 
‘istribution of private income, economists in the classical tradition have, 
nroblen. Mm contrary to de Viti de Marco’s assertion, given much space (especially in 
that the MM discussions of the “‘benefit-principle”) to augmentative effects of public 
expenditure upon taxpayers’ ‘“‘wealth.” 
all. Pri Not only does analysis in the classical tradition appear to be logically 
ir Josiah HB complete; it also appears adequate to the objectives which economists of the 
on “HM pst have set for themselves. In the first place, they have until recently been 
(cited | yam interested primarily in long-run tendencies, in long-run “equilibrium” 
rather than in short-run “dynamics.” Moreover, this focus appears justified 
in the light of predominant eighteenth and nineteenth century forms of 


ct during 
of income 


dule in aqme OuSiNess Organization and methods of production. Cyclical fluctuations have 
ure.” (“AMM become of paramount importance only with the growth of geographical 
Robertson 


and industrial specialization and consequent interdependence of economic 
activities. Aside from its then relatively unimportant dislocationary aspects, 


tween the 
of public 


ever, cit- MB Public expenditure was also of a nature and magnitude which commanded 
attention mainly with respect to considerations of “burden”; and granted 
nd spent fame endency toward ‘full employment’’—which classical theory assumed— 
jconomics Mmthe “burden of taxation” is from the long-run “‘static’’ viewpoint chiefly a 
“oe question of incidence as defined in traditional theory. 

} and cat One marvels indeed at the logical perfection of classical economics. The 
ess of Tat 


», of Econ - Kendrick does not mention the work of de Viti de Marco. 
‘i ist Principles of Public Finance, English ed., New York, 1936, p. 149. 
f See footnote 11, above. 
See footnote 12, above 
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— In 1924 the British “Committee on National Debt and Taxation,” com- 
nal tp monly referred to as the “Colwyn Committee,” began an inquiry which 


culminated in an able analysis of the total effects of fiscal policy.?* The 
Report of the Committee, published in 1927, devotes to be sure only nine 
pages to the economic effects of public expenditure, as compared with 125 


lytical pages devoted to “incidence and effects of taxation.”” But the Committee 
nizing was aware that “any complete enquiry into the central finances of the 
Maas country would involve a close examination of the whole of the expenditure 
he tne side, as well as the revenue side, of the Government accounts.’’?* In fact, 
alysis, _ it would be impossible to form any just estimate of the effects of existing 
tinued taxes, without giving some attention to other objects of Government expendi- 
0 well ture; for, as Mr. J. A. Hobson expressed it, “the general long-range effects of 
red." taxation upon trade largely hinge upon the uses made by the State of the tax 
tribute revenue. 

ximum In other directions the Report marks a distinct advance in the study of 
re and fiscal policy. While following the terminology of economists, the Committee 
ygether remarked that ‘‘ ‘incidence’ is only concerned with the question on whom 


sen if: the more immediate burden of the tax rests,” and that there may be “off- 


years to sets” against benefit or loss.** In brief; the Committee recognized the very 
admits important fact that ‘‘the enquirer who has established the incidence of a 
d be to MM tax has only taken a preliminary step towards appraising its effects.’’*® The 


Colwyn Report was published more than ten years ago. It was based upon 
voluminous evidence taken from able men in both industrial and academic 


Cannan 


pay, a8 fields. Yet despite its common-sense basis and great suggestiveness, it seems 
‘unduly (to have had little influence upon subsequent studies of public finance. 


always The fact can stand repetition, however, that in evaluating past studies 
‘imately MMB One must bear in mind past conditions. Economic effects of taxation and 
‘onsidet MM expenditure seem to have been neglected only in their dynamic aspects. 


rable to 
modem 
ent. But 
th satis 


Throughout the nineteenth century, the principal items of public expendi- 
ture were “war,” “interest on the public debt” (which resulted from war), 
and “civil government’’;*° and until a very few years ago, these remained 
the chief rubrics of public expense. In 1782, during the war in America, the 
British government spent £29,230,000, of which over 68 per cent went 


q * For other opinions of the work of the Committee, see J. M. Keynes, “The Colwyn 
‘eport on National Debt and Taxation,” Econ. Jour., June, 1927; and D. H. Robertson, 


shich ». cit. As noted above (in a footnote), Robertson regretted that instead of considering 
he ne wh . problem, ‘the Committee preferred to harp on an unfruitful distinction between 
of shifting © incidence’ of a tax and its ‘effects.’"’ Actually, the Committee paid much less atten- 
1 deel tion to incidence than is accorded the term by most economists—as Robertson points out. 
sis shoul Report, p. 97. 
___ ‘dem. Mr. Hobson’s evidence seems to have been the inspiration for some of the 
and advanced work of the Committee. 
Report, p. 107. 
Ide 
Elizabeth 


Eliza Boody Schumpeter, “English Prices and Public Finance, 1660-1822,” Rev. 
Econ. Stat., Feb., 1938. 
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ht, per cent for other items, including social services.** These figures, it should 
ter be emphasized, are only for federal expenditure. State and local expenditure 
tlay in the United States increased from $7,724,000,000 in 1927 to 
for $8,471,000,000 in 1936.°* This expenditure is devoted mainly to highways, 
‘Ih education, and welfare. 


114 In short, public authority in the United States spent in 1937 about $140 
nent pet capita, an amount roughly equivalent to 20 per cent or 25 per cent of 
cent the national income.*? One may think that the 100 per cent increase in total 
€OUS public expenditure, federal, state, and local, since 1923-25, is a temporary 
ense phenomenon which will disappear when the “depression” disappears. But 
alth, 


the history of public finance shows that high levels of public expenditure 
reached in times of crisis seldom recede by very much; and it is most 
significant that the Report of the Senate Committee on Unemployment and 
Relief proposes putting relief on a permanent basis and contemplates ‘‘a 
long-range program of public works as the largest direct federal activity in 
making jobs for those unable to find work in private employment.’’* 
Moreover, it has been positively urged by a group of economists that the 


ment 
ects 
mith 
past. 
ity to 


ludes federal government undertake a permanent program, based upon a steady 

struc: increase in the national debt, for financing consumption, investment, control 

pation of “monopoly,” control of agriculture, long-range public works and various 

braces other measures aimed at “‘social security.’’*® It seems certain that through 

rol of its taxing and spending policies government will direct the allocation of an 

-tene: ever increasing proportion of our country’s resources; in fact, there are many 

public who believe that such a course is necessary for preservation of the institu- 

alone tion of private property. 

nt tor If this is true, public finance attains an organic and generative significance 

nd 9.9 —especially with respect to dynamic change—which it has never had be- 

mploy- fore, and its study from an integral, dynamic standpoint becomes imperative. 

works, For this task the traditional theory of tax incidence is inadequate. 

nerican 3. Suggested Definitions and a Change in Viewpoint 

rnment As a pressing practical matter, we want to know how fiscal policy may 

ational immediately affect employment, the aggregate national income and its 

ent lof GM distribution, and the amount of money income left to individuals to be 

vents 0! disposed of in accordance with individual choice as to real income. The 

nly 9. 

National Industrial Conference Board, Federal Finances, 1923-1932. 

unt spent ‘4 — Industrial Conference Board, Cost of Government in the United States, 
“It is not intended to say that the government regulated the distribution of 20 per cent 

mpat 0 25 per cent of the national income. Public expenditure resulted in part in an increased 

fiiculty national real income. Only if public expenditure were completely unproductive transfer 

_ For “xpenditure could one say that public authority controlled the distribution (directly) of 

7 ‘*g-) 20 per cent of the national income. 


New York Times, January 16, 1939. 
Gilbert, et. al., An Economic Program for American Democracy, 1938. 
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to » the government for the enjoyment of any given group, as, for instance, 
te: schools, roads, etc. These concepts, along with R (tax revenue), C (con- 
nce sumption), J (investment), and S (savings), have the following analytical 
hat limits. When referred to the whole society: 

ing > 

the (1) Y = (Yp + Y,) = (S + C) = O; the total flow of money income must 
rate be positive in any given period, for even net disinvestment has as its 
om. counterpart the receipt of an equal flow of money income by somebody; 


i.e., even if S$ is negative, consumption cannot be less than disinvestment, 


mare in which case Y cannot be less than O. 

10W > 

rent (2) Yp = (Sp + Cp) = O; total private income net of taxes may possibly be 
in- < 

less than zero, because private disinvestment may exceed private consump- 
ail tion, the difference being paid to the government in the form of taxes. 
This may have been the case in Russia. 

ome ~ 

uals, (3) Y,—= (S, + C,) = R= Y, = O, by definition. Total tax revenue paid 
maj out to public employees to create government services cannot be negative. 
ome, Dissaving of one group of government employees in excess of their con- 
care: sumption must be offset exactly by income which others receive from the 
may government, 

Lun 

(4) = O; discussion of Mr. Keynes’s definitions of savings and invest- 
OLIC 
nes § ment has resulted in general agreement that the amount invested or dis- 
ptual invested in any given period is an identity with the amount saved or dis- 
st in saved in the same period. On balance, a community may of course dissave 

or disinvest. 

zal ot When referred to an individual or to a group smaller than the whole 
honey community : 

from 

he > 

alhen (1) Y=(Y,+ Y,+ Y, — R) = (S + C) = O; an individual’s income 
it. Y; 
tS Le may be negative, for the excess of an individual's disinvestment over his con- 
lected sumption may be paid to the government in the form of taxes. Similarly, 
(2) I (S> Cy) = O, and 
ti n I < 

easy | —" > 

dequate (3) Y,= (S, + C,) = O. 

is als < 

yn fusion > 
themati (4) Y, = O, by definition.** 
ase ma} 
tet “Rather than use a (+ Yz) to indicate a balance of indirect, government-produced 
nand in 


me over taxes paid, or vice versa, it seems preferable to adopt a terminology which 
permits one to measure indirect money income from the government (Y.) against taxes 
paid to the government (R). 


lual 
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occupations and road construction, their search for work would exert down- 
ward pressure on the wages (mainly Y,) of others in competitive occupa- 
tions. Too frequently the fact is ignored that public expenditure also, in 


his competing for raw materials and other resources, may faise costs in private 
enterprise and thus lead to unemployment and loss of disposable private 
income. 

The dynamic possibilities reposing in such reductions of income and 
nt: employment need great emphasis. Note that they are not dependent upon 
ese any assumption as to relative elasticities of supply and demand. The effects 
ted would be the same in generative significance even if half or all of the tax 

were shifted, in the sense of incidence, to consumers of gasoline. In the 
latter case different groups might be affected by leftward shifts in demand 
curves and resulting unemployment. But in either eventuality, the fact of 
be change in taxation and public expenditure may be in itself enough to 
by initiate a deflationary movement in prices and employment. If a new tax 
ruc: is levied when prices are declining or when business confidence is low, 
such a result is very likely. Owing to spatial and technical immobility of 
ple productive factors, the initial drop in incomes and employment, caused by 
out levy of any new tax (or by any increase in tax rate), is in practice inevitably 
vate greater than the increase in incomes and employment resulting from 
tom expenditure of the revenue raised by the tax—except in the very unlikely 
\R) case where the fiscal operation leaves consumers’ expenditure patterns un- 
ould affected.** Even if expenditure of revenue occurs pari passu with collection 
line of the tax, frictions are such that disposable incomes (mainly Y») must 
nless (in the general case) decrease by more than the amount of the income trans- 
iced, ferred to public employees; 7.e., for the whole community, 
some 
ward —AYs > +AY>. 
mes, Even in times of stable prices, a large change in taxation and public ex- 
thea penditure may thus generate a cumulative fall in incomes and employment 
come for the whole community. The implication is that public expenditure should 
ment be shifted from one objective to another or tax-financed only when me- 
bably chanical or psychological forces exist, or can be created, to offset the defla- 
ut 0! tionary influence of such fiscal measures. 
= Turning now to publicly selected income (Y,), roads yield no enjoyment 
private until construction is finished. In the short run, expenditure on roads 
letters '+-/\R) may be considered a public investment (-+-/\J-), and it is there- 


fore a sort of forced saving. Once the roads are opened to the public, this 

investment begins to be converted into publicly selected real income enjoyed 

by all those who use them. The roads may of course have been financed 

lyn "The same thing is true of shifts in competitive public expenditure of revenue raised 
by an unaltered tax, 
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COMMERCIAL POLICY AS REFLECTED IN TREATIES 
FROM 1931 TO 1939 

Great changes have largely transformed world trade during the years from the onslaught 
‘he world depression to the outbreak of the present war in Europe. Nowhere are these 
anges so Clearly reflected as in the treaties of commerce which have been negotiated 
uring the past eight years. Since these treaties are the legal embodiment of one aspect of 
economic foreign policy, they represent a complex structure of contractual obligations 
: erein various national interests in the sphere of economic life find expression. For an 
rate analysis of recent commercial policy, an examination of the tendencies, established 
actices, and methods exhibited in the binding agreements entered into by nations is 
ential. Here the use of the most-favored-nation clause, quotas, exchange controls, barter 
aereements, tariffs, bilateralism, and other devices of trade policy, the frequency of their 


appearance, and their content and scope, can be studied with a view to determining more 
srecisely the nature of the above-mentioned changes. 


I 


The subsequent data are based upon a study of over 510 bilateral con- 
ventions, treaties, and exchanges of notes between states for the period 
1931-1939. This group is broken down by means of the accompanying 
table into various cross-classifications, by topics and kinds of provisions, 
and certain conclusions will be drawn from the number of treaties in each 
category. Provisions which are characteristic of the new trend in commercial 
policy will be examined in detail, and further general conclusions as to 
the effect of the new regime upon international trade relations will be indi- 
cated. 

Even though this group is not exhaustive, it represents approximately 
twice as many negotiations of a similar nature as are recorded for the 
whole era from 1919 to 1930. One effect of the unsettled economic rela- 
tions of the last decade has been to necessitate many and frequent agree- 
ments on trade and commerce. Of the 510 agreements, 137 were modifica- 
tions of existing treaties. These modifications were not only changes within 
the broad pattern of agreements already in force; they also entailed altera- 
tions of a more fundamental nature. 

As can be seen from Table I, when the total is broken down into com- 
ponent figures representing the several types of provisions found in this 
group of treaties, as well as the geographic distribution of agreements con- 
taining these provisions, some noteworthy facts emerge. But a caveat should 
be entered at once against interpreting the table too literally. Aside from 
the qualifications set forth in the explanation which accompanies the table, 
and which must be considered in any interpretations drawn therefrom, the 
data summarized should be interpreted as providing evidence on the char- 
acter and content of recent commercial-treaty policies. To be most useful, 
the calculations presented here should be set over against treaty practice 


‘This figure constitutes probably one-half of all such negotiations during these years 
(until Sept, 1939). The particular accords cited are the most important and hence they 
Lieved to be satisfactorily representative. 
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in the immediate post-war period, or, better still, the period 1870-1914. 
Taken by themselves, the findings tabulated in the table lose much of their 
significance. For example, the figures show that only 12 per cent of the 
aereements contained clauses leading to the bilateralization of trade, but 
this becomes more important than the small percentage would indicate 
when it is compared with previous treaties which rarely, if ever, embraced 
such provisions. The table should also be looked at as a whole. An at- 
tempt to prove certain tempting conclusions by consulting the data under 
separate headings should be made with caution because by the nature of 
the subject nearly all the figures are interrelated. Only within these limits 
has the summary any proper meaning. 

The following facts seem clear. Clauses relating to most-favored-nation 
treatment were included in 227 agreements or two in every five; actual 
tariff rates or provisions concerned specifically with tariffs appeared in 168; 
94 were clearing or payment accords; quota provisions, either definite or 
general, were incorporated in 185 of the group; clauses relating to foreign 
exchange control or the relation of various national currencies were found 
in 79; treaties providing agencies for the supervision of trade between the 
contracting parties numbered 27; and clauses leading directly or indirectly 
to bilateral trade balancing occurred in 59. Despite the qualifications men- 
tioned above, some valid conclusions can be drawn from these facts. 

First, the most-favored-nation clause, hitherto a common and accepted 


ntal line corresponding to each category of provisions. Rather, the totals in each case are one-half 

tual sum. Thus in interpreting the data, the figures which appear in the squares under the heading of 

is regions and countries mean one thing, and the totals mean another. For example: the figure “43” 

the ‘Total of Quota Provisions” and under “Central Europe and the Balkans” indicates the number of 

n which a nation such as Roumania or Hungary was a party to an agreement containing a quota 

f some type. Similarly, the figure “89” opposite the ‘Total of Most-Favored-Nation Clauses” and 

tral and South America” indicates the number of instances in which a nation such as Brazil or 

vas a party to a treaty embodying some form of the most-favored-nation clause. In neither of these 

ld the figure cited (43” or “89”) be taken to indicate the number of treaties because when two Balkan 

ave signed an agreement containing quotas, it is recorded #twice—once for each nation. Also, if Great 

Britain and Argentina signed an accord specifying quotas, it is recorded once under Great Britain and once 
‘ntral and South America. Hence each type of provision is recorded twice. 

is reasons, the various categories are mutually exclusive only within themselves and not vis-d-vis 

ategories. One most-favored-nation clause, for example, if it laid down the conditions for administering 

juotas and exchange controls, would be recorded under the first, second, third and fourth groups of provisions. 

Furthermore, one commercial treaty may contain tariff rates, quotas, clearing arrangements, most-favored- 

visions, and bilateral trade balancing stipulations. Also certain provisions found in what are techni- 

illy known as clearing or payments agreements are placed under the heading of exchange control provisions. 

the various classifications of provisions have been interpreted very broadly, for the sake of analysis. Almost 

n which could reasonably be connected with exchange control, for instance, was placed in that 


Cer 


ler Ce 


t to remember that the same country may appear over and over again in the same category, and 
ne treaty, as noted above, may figure in several categories. For example, in the figure “35” opposite 
| of Quota Provisions” under “France,” agreements with Sweden alone, or with some other single 

make up five or six of the total. Brazil’s agreements containing most-favored-nation clauses may 
to 15 of the total “82” under the Central and South American heading, and these may not be with 
arate nations. 
‘mphasis of the table is on frequency more than on exact relationships and quantity. Comparison between 
5 in any category under given countries is not legitimate because the table does not indicate the total 
of treaties to which each country wasa party. Comparisons can be made only in general terms. Finally, 
‘reaties not examined in this compilation might change the results of individual comparisons. 
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nomic relations caused by the use of new methods of trade control and the 
supervision of trade by the state. Finally, the 59 treaties incorporating bi- 
lateral trade balancing measures are extremely significant.* Not all of these 
agreements bilateralize al] of the trade between the contracting parties. 
Such agreements may apply only to certain goods or a certain percentage 
of the trade involved. But the fact remains that after nearly a century 
of world trade on a multilateral basis, a new system has developed. It is 
a system in which the exchange of goods between pairs of nations taken 
in isolation is considered to be the vital element, and in which the position 
of each nation in the world economy is ignored. 

The geographic distribution of treaties containing certain types of pro- 
visions contributes more by way of verification than new information. Thus 
the tendency of most European nations to employ the most-favored-nation 
clause with less frequency than other nations since the economic collapse 
of 1930-31 is borne out by the table. France, Great Britain, Germany, Italy, 
and the Central European and Balkan states account for only one-quarter 
of the total number of instances in which any country was a party to an 
agreement containing some form of most-favored-nation treatment, al- 
though these countries participated in a proportionately greater share of 
the total number of agreements examined. And the United States, though 
represented by a smaller number of treaties than Great Britain, France, 
Germany and Italy, none the less was a party to more most-favored-nation 
agreements than any one of them, which fact substantiates the position of 
the United States as the foremost exponent of equality of treatment today. 
Perhaps even more significant is the indication that Germany, France, Italy, 
and the Balkan group have been less prone to apply the clause to quotas 
and exchange controls. This is undoubtedly the result of the pursuance by 
these nations of commercial policies which have necessitated the abrogation 
or violation of previous most-favored-nation obligations. 

That quotas have been the keynote of French economic policy since 
1931 is clearly shown. France was a party to more quota treaties than any 
other country, and it is instructive to note that many of these were with 
Central European and Balkan nations, a fact which partially explains the 
corresponding figure (total quota provisions) for that group. Great Britain, 
as a result of a new treaty policy inaugurated in 1934, also has a relatively 
higher quota figure. It is, however, the number of treaties containing 
‘pecific quota provisions which is illuminating here. From the total number 
of quota provisions listed under each country it might seem as though 
the United States and Germany also negotiated quotas by treaty on the 
same scale with Great Britain and France; but, when the specific pro- 
visions ate considered, it is apparent that the former two countries have 


4 
- _ Included in this calculation are those expressly of this nature; others, notably clearing 
“ac compensation agreements, ultimately lead to the same end. 
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treaty negotiations as well as the employment of certain types of provisions 
generally correspond to the international economic position of nations or 
their avowed method of conducting foreign trade relations. Upon examina- 
tion of the provisions recorded for the United States, the liberal trade 
policy followed by that nation is immediately evident. There is a sub- 
stantial number of most-favored-nation clauses applied to non-tariff trade 
restrictions, no specific exchange control features, only two specific quota 
provisions, no clearing agreements, and only one case of bilateral trading, 
a barter agreement with Great Britain. On the other hand, the complex 
and state-controlled trade relations of Germany and the Balkans are con- 
firmed not only by what has been said above, but by the figures showing 
that almost all of the treaties providing for intergovernmental control of 
trade and administration of agreements were contracted by this group. 
Within certain limitations, the summary indicates a greater treaty activity 
on the part of European nations than of others, for even a majority of the 
instances listed under the heading ‘“‘all others’’ were those to which coun- 
tries like Norway, Sweden, Finland, Estonia, Latvia, Belgium, and the 
Netherlands were parties. 

Two additional factors which do not appear in the table are important. 
First, the duration of a commercial treaty generally reflects the expected 
stability of the trade which it governs. If the treaties of the last decade 
are any criterion, international economic exchange has been in a state of 
almost constant fluctuation. Of the 218 treaties specifying a time-limit 162, 
or 74 per cent, were concluded for one year or less, and very few treaties of 
longer than one year were entered into by the major economic powers. 
Most agreements have been of brief duration. Second, the provisions re- 
garding the termination of recent commercial treaties demonstrate that 
nations have preserved a maximum of autonomy in matters of policy by 
making it possible to denounce conventions on comparatively short notice. 
Thus one-third of 249 treaties containing such clauses allowed the agree- 
ment to be terminated after two to eight weeks’ notice; 119 provided for 
three months’ notice; and 43 provided for six months’ notice. Only 13 
were required to continue in effect one year before denunciation becomes 
valid, although this last was the usual pre-World War treaty practice. 


II 


There are several different types of treaty provisions covering exchange 
controls and foreign exchange relations in general. Some clauses bear upon 
the relationship between national currencies. Article 10 of a treaty between 
Great Britain and France, June 27, 1934, provides that in the event of a 
large variation in the rate of exchange between currencies, the government 
Whose interests have been prejudiced can “with a view to correcting the dis- 
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: ties of exchange control are those included to prevent discrimination in ad- 
‘ ministration, and to apply the rule of most-favored-nation treatment. Thus 
Article 10 of an agreement between Great Britain and Germany, August 


10, 1934, provides that if a diversion of trade handled by British firms 
occurs as a result of future exchange control measures taken by Germany, 


‘ the latter will enter into immediate negotiations.’* That the scope of even 
: the most-favored-nation clause has been broadened to encompass exchange 
: controls is illustrated by an exchange of notes between Spain and the Irish 
. Free State, April 1-4, 1935, providing that Spain will assure foreign ex- 
! change for Irish exports under the same conditions as apply to the most- 
Another agreement between the Netherlands and Uru- 


basis of “equality.’’** 


d guay, January 29, 1934, speaks of the “‘supply of currency” being on the 
gua} 


ts Ill 


The terms and administration of quota agreements are illuminating as 
to the technique of this widely employed instrument of commercial policy. 
Any given treaty of this type may be general or specific. For example, the 
dl agreement between France and Great Britain, June 27, 1934, provides a 
broad framework within which French quotas on British exports are to 
be administered. Article 3 establishes exports from Great Britain on the 
basis of a “representative period,” and this share is not to be reduced 
B whether the global quota is reduced or not; the French Government pledges 


, itself to notify the British Government when the quota is exhausted and 
he to allow ten days’ leeway to accommodate statistical error or changes of 
. decision before suspending importation; deficiencies in the fulfillment of 
any quota by Great Britain will be carried forward to the next quarter, 
F and, conversely, any surplus will be deducted from the next quarterly 


allotment; France will take into account seasonal variations in British pro- 
duction in making periodical allocations; should France wish to impose 
ng new quotas on industrial goods, a “temporary quota” based on the previous 
year will be used until an agreement can be reached; and under Article 4, 
France guarantees the existing percentage of coal imports from Great 
Britain in the “normal” quota.*® 

On the other hand, an agreement entered into by Japan and Great 


"L.N.T.S,, vol. 155, 1934-35, p. 54. 

~ LN.T.S., vol. 166, 1936, p. 398; similar provisions are contained in agreements be- 
tween: Argentine-Great Britain, Dec. 1, 1936 (Argentine no. 1, 1936, Cmd. 5324) ; Sweden- 
Guatemala, July 11, 1936 (L.N.T.S., vol. 171, 1936-37, p. 304); South Africa-Belgium, 

ly 1 3, 1937 (L.N.T.S., vol. 182, 1937-38, p. 248); Finland-Roumania, Dec. 3, 1935, 
modified June 23, 1936 (L.N.T.S., vol. 165, 1935-36, p. 289) ; Sweden-San Salvador, June 
*), 1936 (L.N.T.S., vol. 171, 1936-37, p. 296). 

myn vol. 168, 1936, p. 45; see also: Norway-Uruguay, April 4, 1936 (L.N.T.S., 

1. 176, 1937, p. 117). 

~ Great Britain, Treaty Series, France, No. 1 (1936) ; Cmd. 4595. 


1940] Commercial Policy, 1931 to 1939 797 


ember 


Snyder | December 


Burma and Japan, June 7, 1937. js 
ffords proof of the complex condj. 
ise. Article 3 permits 70,000 bales of 
tal imports of raw cotton (which. 
rma to Japan; 42 million yards of 
Burma from Japan. If in any year 
than the amount provided, the allot. 
pan shall be diminished by 300,00; 
Note the implied trade balancing ) 
of cotton piece goods in the first 
April 1 to April 1) shall equal 21 
second half less anything above the 
if less than the prescribed allotment 
from Japan to Burma, a quantity of 
yards may be exported in the first 
yds year. Article 7 divides cotton 
greys, (2) bleached (white) goods, 
lored (dyed or woven) goods. The 
groups are 15 per cent, 10 per cent, 


ively. Transfers between these groups 


f the amount of the sub-allotment." 
termining quotas. The “basic period 
of trade upon which the quota is to 
sed in the Italian-Swedish accord of 
vernment promises to take Swedish 
f the certified imports of each com 

a quota based upon a percentage 
Belgium and the Irish Free State, for 
that the Economic Union would grant 

bal quota, a tinned meat contingent 
of 5 per cent.2® A third method 1s 
tween Great Britain and Germany, 

latter agrees to accept not less than 

r month.’® 


mprehensiveness are these trea ties 


y Series, no. 50, 1937, cmd. 5600) a 
ine no. 1, 1936, cmd. 5324). 
| 
r base years or series of years are also 


hermore, the representative period m 
with no definite date prescribed. b 
nd. 5562, cf. Spain-Uruguay, 


Norway-Spain, June 13, 1936. (LN 
1935. 


k, Aug. 17, 


le affected. Often the basic period vatit 


Brit ( 
I 
(ver 
Bel; 
an nnot be increased, and the amount tl 
N 
rm 


iod” 
is to 
d of 
dish 
com: 
itage 
for 
prant 
pent 
od is 
nany, 
than 


1940] Commercial Policy, 1931 to 1939 797 


Quite naturally, quotas have become a bargaining instrument. An agree- 
ment between France and Sweden clearly substantiates this. Referring to 
the French quota, it states: “The advantages specified above shall be 
oranted to Sweden on condition that the Royal Government consents to the 
following reductions in customs duties in respect of the French Goods 
listed below. . . "2° Similarly, the quotas extended to New Zealand by the 
Netherlands were conditional upon the granting of most-favored-nation 
tariff treatment on certain items of New Zealand.** France exchanged 
quota increases for tariff reductions on the part of Portugal.** Article I of 
the commercial treaty between Italy and Sweden, December 1, 1936, pro- 
vides that Sweden will refrain from imposing quotas on Italian exports 
in return for special preferential quotas on Swedish imports into 
Italy.?° 

Finally, there are certain quota provisions intended to prevent dis- 
crimination and to allow as much trade as possible to move despite quanti- 
tative regulation. The Irish Free State agreed in 1935 that in the operation 
of all import restrictions, due regard would be had for “the established 
German trade.”’** Equality of treatment is explicit in an agreement between 
Belgium and Australia, November 19, 1934. Both parties agree: ‘‘. . . that 
in the operation of any system of controlling imports, no product . . . of 
the other country . . . shall be accorded treatment less favorable than that 
accorded the most favored foreign country on like products. . . .”’** Belgium 
and the Netherlands will not apply quantitative restrictions to the products 


of chief interest to each other without limiting the disadvantages there- 
from.” 


IV 


Bilateralism, the theory that what one nation buys from another is some- 
how dependent upon what that nation sells to the other, is firmly en- 
trenched as a concept of present-day international trade. There are, of 
course, degrees of bilateralism; at one extreme is a mere recognition of the 


: L.N.T.S., vol. 176, 1937, p. 269. 
~ Dec. 22, 1937 (L.N.T.S., vol. 185, 1938, p. 330). 
~ Revue des Lois, Décrets, et Traités de Commerce de l'Institut International du Com- 
erce, Vol. 8, Sept., 1932, p. 218. See also, Sweden-France, Jan. 18, 1936; Switzerland- 
New Zealand (L.N.T.S., vol. 189, p. 168). Incidentally France retains the right to bar- 
gain with the remainder of any aggregate quota after various allotments have been ful- 
f (Sweden-France, Feb. 17, 1937. L.N.T.S. vol. 176, 1937, p. 269.) Usually 75 
Per cent of a given quota is reserved for this purpose. 

" LN.T.S., vol. 173, 1936-37, p. 259. Italy was the first important country to employ 
qu - method of reprisal. See Heuser, Control of International Trade (London, 

39), p. 43, 

a Irish Free State, Treaty Series, no. 1, 1935. 
7 L.N.T.S. vol. 155, 1934-35, p. 386. Great Britain-Lithuania, July 6, 1934, Article 5; 
*pain-Norway, June 13, 1936, Articles IV-V. 

Revue, vol. 8-9, 1932-33, p. 42. 
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sive Germany $2,000,000 worth of oil in payment for machinery and 
10,000 tons of newsprint.*® Nor has barter been confined to Germany, Italy, 
and other totalitarian states: on June 24, 1939, the United States and Great 
—— completed an exchange of 85,000 tons of Malayan rubber for 
600.000 bales of American cotton.** 

pare from direct barter, there are at least three ways of achieving 
balanced trade. First, it may be agreed that the foreign exchange accruing 
from the sale of goods between two nations can be used only to purchase 
each other’s products.*? Second, equilibrium is preserved by a provision 
that if one nation has a favorable balance it will allow importation from 
the other until the deficit has been made up.** A third method consists of 
an obligation by the contracting parties to refrain from imposing normal 
trade restrictions, 7.e., quotas, etc., when balance of trade is favorable to 
one or the other.*® It should be pointed out that perfect balance is not 
always anticipated in the agreements which fall in this class. The advantage 
may be as much as 50 per cent in favor of one country; but the underlying 
principle of bilateralism nevertheless operates.*° 


The reluctance of nations to consolidate their commercial policies in 
conventions without being able to recover their freedom of action quickly if 
the occasion demands is discernible in a group of treaty provisions best de- 

tibed as “escape clauses.” In the event of a sudden alteration in the 
basic conditions underlying an agreement, whether because of the failure 


+ 


of certain provisions to materialize favorably, measures taken by one of the 
parties to a treaty, or the nullification of concessions, nations usually agree 
that a given accord can be changed or denounced. Examples are again 
humerous, appearing in 72 agreements. 

By far the most common practice is that when one contractant takes 
action prejudicial to the other’s interest, the abused party has the right 
to petition for negotiation to correct the situation; if no agreement is 


* Ibid., Feb. 11, 1939, p. 1. 
 Ibid., Jane 24, 1939, p. 1. In addition, Turkish tobacco has been exchanged against 
tran manufactured goods; Brazilian coffee against Polish rails; Argentinian maize 
ast Spanish rails; and American wheat against Brazilian coffee. (League of Nations, 
v of the Principal Tendencies of Present Commercial Policy. Conf. M. E. Il, London, 
26, 1933.) Recently a special type of barter system, still governed by quotas and by 
Yugos nsating arrangements, was established between France and Roumania, Poland and 
avia (New York Times, March 1, 1939, p. 1). 
,, tticle II, Greece-Sweden, January 17, 1935; Great Britain-Italy, March 18, 1935. 
* nland-Greece, July 27, 1934, Article III (L.N.T.S., vol. 153, 1934, p. 43); Italy- 
Sweden, June 24, 1935, par. 4 (L.N.T.S., vol. 161, 1935-36, p. 23); Italy-Norway, 
35 (LN.TS., vol. 162, 1935-36, p. 317). 
Pal land-Great Britain, Feb. 27, 1935, Art. 2 (L.N.T.S., vol. 162, 1935-36, p. 180). 
Austr ia-Hungary, Dec. 21, 1932 (LN.I'S., vol. 169, 1936-37, p. 289). 
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Parties shall regulate the movement of the exchange of goods as required.’’*” 
That commercial treaties now give rise to complex difficulties is proven by 
the presence of clauses providing for joint codperation in the solution of 
such difficulties.“* The final protocol to an accord between Germany and 
Sweden, August 28, 1934, goes even further in stating that each govern- 
ment shall set up a special committee to engage in “permanent direct 
consultation” with the other.*® Often a mixed body consisting of delegates 
from both parties is created to keep trade under rigid surveillance and 
to propose “such measures as are calculated to influence trade in the direc- 
tion agreed upon.’”*® Falling short of this more or less complete control 
are a number of provisions which can result only in more drastic regulation. 
Two nations may, for instance, exchange lists of products in which both 
are interested in order to have regard for ‘‘normal currents of trade between 
their respective territories.” 


Vil 


What conclusions, in addition to those mentioned in section I, can be 
drawn from the foregoing survey? To begin with, it is no longer correct 
to speak of quotas, exchange controls, and bilateral trading as “temporary” 
measures. These instruments of commercial policy, regarded as expedients 
during the initial period of economic distress after 1930, have persisted in 


spite of sporadic relaxations and brief spells of recovery. 

Prior to 1931, the flow of trade was determined in the main by the 
functioning of the price system. Furthermore, trade agreements served as a 
medium through which the movement of goods was expanded. But at the 
present time, much, although not all, foreign trade is directed not by price 
differentials or other purely economic considerations, but by governmental 
control for political or national purposes, and recent commercial treaties 
as a tule do not allow for the expansion of trade because they precisely 
define, both qualitatively and quantitatively, the trade between the con- 
tracting parties. The structural nature of commercial treaties has been 
basically transformed; by and large, instead of setting up a broad frame- 
work of general conditions of trade, they have become narrow directional 
channels of trade control. 


Along with this change in treaty structure has come a change in the 


“L.N.T.S., vol. 160, 1935-36, p. 123. 

* Hungary-Yugoslavia, May 15, 1933, Article 4 (L.N.T.S., vol. 144, 1934, p. 323). 

“LN.T.S., vol. 154, 1934-35, p. 259. Similarly Germany-Latvia, Dec. 4, 1935; Ger- 
many-Hungary, Feb. 21, 1934; and Germany-Netherlands, June 6, 1934. 
_ _ Austria-Hungary, Dec, 31, 1932 (L.N.T.S., vol. 169, 1936-37, p. 289); Spain-Yugo- 
ay. May 15, 1936 (L.N.T.S., vol. 170, 1936-37, p. 175). In order to give effect to 
<7 foreign trade monopoly of its government, the Soviet Union establishes a ‘Trade 
“iegation” in the country of the other contracting party of its commercial treaties, the 


purpose of said delegation being to regulate the trade of the Union in regard to foreign 


nat 


tions, Cf, Latvia-U.S.S.R., Dec. 4, 1933 (L.N.T.S., vol. 148, 1934, p. 163). 
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MEASUREMENTS OF THE EFFECTIVENESS OF THE 
NATIONAL LABOR RELATIONS ACT 


st for the effectiveness of the National Labor Relations act is to be sought 
jegree to which it achieves its specific purpose of helping to abolish disputes over 
hor's tight to organize and bargain collectively, a question coinciding only partially 
h that regarding industrial peace at large. 
eauge this development numerically the following methods are used: The degree 
h labor in its struggle against “unfair labor practices” is resorting to the NLRB 
than to strikes is measured through the ratio of “pure” complaint cases (that is 
se in which strikes were not also resorted to) and “organization strikes in disputes 
the Board's jurisdiction,” while the degree to which labor uses the Board merely in 
lition to strikes rather than in the place of strikes is measured through the ratio of 
mplaint cases” to pure complaint cases. The trend of the employers’ compliance 
the Act is inferred from the yearly total number of disputes over “unfair labor prac- 
[he number of organization strikes in disputes under the Board’s jurisdiction in 
rison to those not under the Board’s jurisdiction is used as additional indicator 
fectiveness of the Act. 
several indices are calculated as nearly as the published records allow, and 
lly represented. 
picture of the development so obtained is regarded as promising. Labor is coming 
ttle disputes over “unfair labor practices” increasingly through the NLRB rather 
igh strikes; the ratio of strike-complaint to pure complaint cases is beginning to 
ish, and organization strikes in disputes under the Board’s jurisdiction are diminish- 
ter than those not under the Board’s jurisdiction. Most of all, the total number 
tes over the outlawed unfair labor practices has noticeably declined since the last 
following a strong increase during the first three years of the operation of the 
nal Labor Relations act. 


Purpose of the Labor Relations act—tIn view of the flood of criticism 
of the National Labor Relations act and its administration by the NLRB, it 
s of great importance to possess reliable indices for gauging the effective- 
ness of the Act in achieving the purpose for which it was designed. This 
purpose was to enforce labor's right to organize and bargain collectively, 

i rpose apparently conceived in the idea that independent organizations 
if w dines and employers bargaining with each other on equal terms con- 
stitute the industrial set-up best suited to a democracy with an, as yet, com- 
paratively liberalistic economic system." 

Of course, it was hoped that such “functioning trade unionism” will 
eventually also mean more peaceful industrial relations, with strikes and 
lockouts largely replaced by organized negotiations aided by mediation and 
arbitration. Indeed, the Labor Relations act expresses the conviction that 
such will be the results of established collective bargaining: 


* xperience has proved that protection by law of the right to organize and to 
argain collectively safeguards commerce from injury, impairment or interrup- 
tion, and promotes the flow of commerce by removing certain recognized sources 
‘ganizations of workers and employers better suited to their political and economic sys- 
tems. The fact that trade unionism in the United States has come to be made govern- 


litarian states, on the other hand, have found governmentally controlled common 


nentally enforceable might perhaps raise the question in one’s min” as to the continued 


iberalistic’’ character of this institution. 
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Yet whatever progress is being made in this direction, it is also true that 
open strife over the principles of organization and collective bargaining is 

continuing, strife of the very kind which the Labor Relations act was meant 
to eliminate. Can the extent and hence the trend of this particular kind of 
strife be measured, and if so, does it show signs of relenting or not? 

This question has two distinct aspects. The one concerns the degree to 
which labor in its struggle against the outlawed “unfair labor practices’ 
is adopting the peaceful, judicial machinery of the NLRB in the place of 
strikes. The other, more basic in fact, concerns the degree to which em- 
ployers are coming to comply with the Act by ceasing to interfere with 
the workers’ organizations and by bargaining with them collectively. 

An answer to the first question can apparently be found by comparing 
the number of disputes over unfair labor practices submitted to the NLRB 
with those in which strikes were resorted to. The trend of employers’ com- 
pliance, on the other hand, may be gauged from the total number of dis- 
putes—for instance per year—over unfair labor practices, whether settled 
through the Board or through strikes; for in either event such disputes re- 
veal, at least alleged, non-compliance with the Act by an employer. 

The NLRB itself, in its two last annual reports, has sought to demon- 
strate the effectiveness of the Act as a pacifier of industry by answering the 
first of these questions, without raising the second one. That is, it has 
satisfied itself that the ratio of “board cases” to strikes, and in particular 
to ‘organization strikes’ has greatly increased, especially since the valida- 
tion of the Act through the Supreme Court decisions of April, 1937.° The 
ctucial question regarding the total yearly number of disputes over unfair 
labor practices, however, has been left out of sight. 

It is the purpose of this article first, considerably to modify the figures 
used in the NLRB’s comparison ratio between “board cases’’ and strikes, so 
as to obtain what in our opinion is a more significant index of labor's 
relinquishing strikes in favor of resort to the Board; and second, to show 
how out of these modified figures the total number of disputes can be ob- 
tained in terms of which to gauge the employers’ compliance with the 
Labor Relations act. 

A. Board cases to be considered.—The cases submitted to the Board fall 
into two distinct classes: “complaint cases,” in which a labor organization 
charges an employer with one or several unfair labor practices forbidden by 


> Many agreements as possible, But the filing of agreements with them is voluntary only; 
and moreover the highly decentralized character of collective bargaining in many 
stries, makes those records necessarily rather incomplete. 
; — NLRB Thi rd Annual Report, pp. 1-3, Appendix A, pp. 285-288, Fourth Annual 
, 3, Appendix A, pp. 189-199. 
, Press vs. NLRB, 301 U.S. 103; Washington, Virginia and Maryland Coach 
_ NLRB, 301 U.S. 142; NLRB vs. Jones and Laughlin Steel Corp. 301 U.S. 1; 


: » Seda Trailer Comp. 301 U.S. 49; NLRB vs. Friedman, Harry, Marks Cloth- 
ing Co. 301 U.S. 58. 
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cases should obviously be deducted from the total number of complaint 
cases.” 

B. Strikes to be considered—To measure the degree to which labor is 
substituting the machinery of the Board for strikes naturally only such 
strikes should be counted where labor might have turned to the Board 
instead, that is, strikes in disputes under the Board’s jurisdiction. 

This consideration rules out, first of all, strikes where wages and hours or 
other specific working conditions are the sole issue, for the Board has 
nothing whatever to do with disputes of this kind. Hence the comparison 
of complaint cases to “organization strikes” is far more significant than to 
“all strikes.”’ But even among the “organization strikes” are large classes of 
disputes quite outside the Board’s jurisdiction. 

The issues listed by the Bureau of Labor Statistics under “‘organization”’ 
issues are: Recognition; Recognition and Wages; Recognition, Wages and 
Hours; Closed Shop; Violation of Agreement; Discrimination; Others.*° 
Among these only disputes involving the issues of recognition and dis- 
crimination may fall under the National Labor Relations act, not however 
those over the closed shop, violations of agreements (nor probably those 
listed under ‘‘others’’ ). 

As regards the former, while the Act specifically declares closed shop 
agreements as legal,** it is yet by no means an “unfair labor practice” for 
an employer to reject the closed shop. Thus, since labor could not submit 
such disputes to the Board even if it wished to, they should, in the present 
connection, be deducted from the “organization strikes.’’? 

Similarly to be deducted are strikes over violations of agreements.’* For 
the National Labor Relations act does not confer jurisdiction over such 
disputes to the Board, nor has the latter assumed such jurisdiction by way 
of interpretation or practice (a policy well in line with the specific aim of 
the Act merely to remove obstacles to organization and collective bargain- 


*The NLRB (Joc. cit.), in comparing labor's recourse to the Board in the place of 
strikes, includes among the “board cases” both representation and strike-complaint cases. 

“ Monthly strike analysis as published in the Mo. Labor Rev. 

Loc. cit. sec. 8, 3. 

“Closed shop strikes have greatly increased during the last few years. Their yearly 
percentages among all strikes have varied from 5.5 in 1936 to 7.3 in 1937, 12.8 and 12.4 
n 1938 and 1939 respectively. (Computed from the monthly strike analyses, Mo. Labor 
Rev. for the respective years. ) 

* Figures concerning strikes over violations of agreement have not been given regularly 

¢ strike analyses of the Bureau of Labor Statistics. In the months for which they were 
published (mostly during 1936, 1937), they varied between 1 and 2 per cent of all strikes, 
though the number of workers involved has amounted to as much as 18 per cent in a 

le month. It may be safely assumed that disputes of this kind have for a time increased 
under the operation of the Labor Relations act, and later declined again. For in those 
incustriés where to work under agreements is a novel experience to both labor and 
management, observance of terms, and orderly resort to quasi-judicial arbitration pro- 
‘dure in case of alleged violation develop only with time. The experience of General 


“4 ‘ors with its first, hard-fought-for agreement with the UAWA serves to illustrate 
this point. 
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in disputes under the Board’s jurisdiction. The ratio between strike- 
complaint cases and pure complaint cases, on the other hand, indicates the 
degree to W hich labor is using the Board merely in addition to rather than 
in the place of strikes. 

Out of these same figures one can arrive also at the yearly total of 

disputes over the outlawed unfair labor practices to be used as a yard- 
sick for the employers’ compliance with the Labor Relations act. This 
total is essentially the sum of the number of organization strikes under the 
Board's jurisdiction and of the pure complaint cases. (The strike-complaint 
cases, figuring already among the above class of strikes, must be deducted 
from the complaint cases in order not to be counted twice.) More accurately, 
however, one should further deduct all those many complaint cases which 
the Board dismisses—either before or after formal hearing—as not based 
on unfair labor practices within the meaning of the Act. Otherwise what 
are really misconceptions or misinterpretations on the part of labor as re- 
gards its rights under the Act would be allowed to figure in the index as 
employers’ non-compliance.** 

Finally the strike figures arrived at by separating organization strikes 
into those within and those outside the Board’s jurisdiction represent in 
themselves valuable indicators of the effectiveness of the Labor Relations 
act in abolishing, within the sphere of its jurisdiction, open strife over the 
right to organize and bargain collectively. 

These several ideas concerning the forming of indices we next express in 
mathematical symbols: 


Let C represent the number of complaint cases filed per fiscal year with 
the NLRB, C, the number of strike-complaint cases among them, 
C; = C — C, the number of “‘pure’’ complaint cases, and Cg the number of 
complaint cases dismissed as not based on “unfair labor practices.’’ Let S§ 
represent the total number of strikes begun during the same period; S, the 
number of “organization strikes” among them, S,, the number of such 
strikes in disputes under the jurisdiction of the NLRB, and ,S, = S, 


— §., the number of organization strikes in disputes not under the Board's 
jurisdiction. 


“The number of cases dismissed by the Board for lack of jurisdiction is considerable, 
nounting to an average of 12 per cent of all complaint cases, during the third fiscal year 
€ to almost 20 per cent. These figures, however, comprise two distinct classes of com- 
nts: those dismissed because the industry in question is not “interstate,” and those in 
vhich no “unfair labor practice’’ was found to have existed. For the present purpose, it 
seems, Only the latter should be deducted; for although an employer in an “‘intrastate’’ 
stry, who refuses to recognize labor's right to organize and bargain collectively, is not 

he compulsion of the National Labor Relations act, he is yet violating those prin- 
which Conga established for this country. The figures as published in the annual 

the NLRB, unfortunately do not allow one to separate the two classes of 
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So So 
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(1.153)%) (96)/ (15057) 371 
3,124 446 | 2,678 785 
|1,003") 5,804 836 
4618 | "405 | 4.213 656 


nber of complaint cases filed with the NLRB per fiscal year (from the Board's annual 
ports ). 


a venber of strike-complaint cases settled per fiscal year (#hid. The figures published 


y the NLRB do not give the number of strike-complaint cases among those filed per 
ir, but only among those settled per year.) 
—C,, number of pure complaint cases. 
of all strikes begun during fiscal year (by summation from monthly strike analysis 
for respective years, Monthly Labor Review). 
mber of organization strikes per fiscal year (ibid.). 
imber of organization strikes in disputes under Board's jurisdiction (obtained by sub- 
racting from So (a) closed shop strikes, (b) strikes over violations of agreements 
cording to monthly strike analysis, Monthly Labor Review), (c) by deducting 
stimated number of strikes in intrastate industries. For want of better data the as- 
ption is made that the ratio of strikes in intrastate industries to all industries 
vas the same in 1936 as in 1937—namely, 33 per cent, and the same in 1939 as in 
namely, 39 per cent. (See footnote 15, Joc. cit.) 
S.» number of organization strikes not under Board's jurisdiction. 
‘> + So», total number of disputes under Board's jurisdiction. The correction for the 
missed cases Ca has been omitted for lack of data. (See footnote 18.) 


far more rapidly than organization strikes outside the Board's jurisdiction. as 
This result, rather than an even decline of all organization strikes, is really 
the one to be hoped for by the proponents of the Labor Relations act. For 
while disputes which are adjudicable by the Board should come to occa- 
sion even fewer strikes, no such hope need be entertained as regards 

rganization strikes over issues not covered by any law. Such strikes may 
ew 1 be expected to decline definitely only if and when the principles of 

de unionism cease to be controversial in the United States, that is, when 
ei will bargain with the representatives of the workers even where 
no law requires them to do so, when violations of agreements will, as a 
matter of course, be arbitrated rather than fought over, and when the issue 


figures in parentheses are those referring to the first fiscal year. Since the first 
port of the Board covers only nine months (Oct. 1, 1935-June 30, 1936) the 
hgures as given in the report have been multiplied by 4/3 to make them com- 
se for the three subsequent fiscal years of twelve months each. 
res for C, and S.» during the third year are seemingly contradictory, since 
f strike-complaint cases cannot be greater than that of all strikes in disputes 
cd's s jurisdiction. Aside from the uncertainty in S$.» due to the reduction for 
industries (see above, and footnote 15) this contradictory result might also 
m the fact that C., as reported by the Board, represents the number of strike- 
t cases settled, not filed, per year. The large number 1,003 for the third year may 
well include a substantial number of cases filed during the previous year. 
- Accurate official data separating “organization strikes” into disputes adjudicable under 
t relations acts (or their equivalent), and disputes not adjudicable under such acts 
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Effectiveness of National Labor Relations Act 813 


of the closed shop will have been settled, one way or another, by law or 
social custom.°° 

Most remarkable, finally, seems the pronounced decrease in the total 
number of disputes D which has set in during the last year, following a 
steep increase during the first three years (a development which because 
of its lag in phase, and its increasingly large component of complaint cases 
cannot simply be regarded as part and parcel of the strike wave S$). A 
strong initial increase in D was of course to be expected, partly because of 
the unavoidable “stirring up of industrial unrest” inherent in the govern- 
mental endorsement of labor’s right to organize and bargain collectively, 
partly because of the initially uncertain constitutional standing and juris- 
dictional scope of the Act. If long continued, however, such increase or 
even levelling up of D would have betrayed unrelenting opposition to the 
Act on the part of the employers. The recent decline, therefore, seems a 
truly hopeful symptom of the acceptance by more and more employers of 
the principles of the Labor Relations act. 

This decline in D, it should still be noticed, takes place at the expense 
not only of the strikes $.», but very largely also of the complaint cases Cp. 
Under these circumstances, however, the decline of the number of com- 
plaints over unfair labor practices submitted to the Board does not indicate 
a lessening of the effectiveness of the Board (although it may gradually 
mean fewer jobs on its staff), but the very contrary.?” In fact only if the 
downward trend in D, and hence in Cp continues, can the Labor Relations 
act be claimed to be achieving the purpose for which it was created, that 
of helping to abolish strife over labor’s right to organize and bargain 
collectively.?* 

JOHN V. SPIELMANS 


Washington, D.C. 


1 do much to shed light on the much debated question of the effect of labor relations 
acts ON strikes 

“E.g., the Wisconsin Employment Peace act of 1939 (superseding the Labor Rela- 
tions act of 1937) largely regulates the use of the “all-union agreement.” (Wisconsin 
Statutes ch. 111, sec. 111.06 1c.) 

“The NLRB itself, seeking the proof for the effectiveness of the Labor Relations act 
hiefly in the increasing ratio of board cases to strikes, and not in the decline of the total 
amber of disputes, had not commented unfavorably on the prolonged increase in D during 
the first three years, nor does it seem impressed with the recent decline in D. In fact it 
eters to this decline almost apologetically, saying that while the number of board cases 
had declined somewhat, the number of strikes had declined even more, (NLRB, 4. Ann. 
‘ep, p. 2.) A different view of the symptomatic significance of the number of Board 
cases was recently expressed by Dr. William Leiserson, latest appointee to the NLRB, who 
ceclared that ‘he was looking forward with pleasure to the day when the Board will have 
ttle or no work to do because employers generally will be obeying the law.” (Address 


aap Cooper Union Forum, New York, Dec. 5, 1939, reported in New York Times, 
Dec. 6, 1939.) 


* We should like to point out that this article was prepared before the appearance of 
7 4. Ann. Rep. of the NLRB. At that time the curves D and C, were still climbing 
‘teeply. Our conclusion then had been that, the increasing ratio C,/Se» notwithstanding, 


h I . 
a labor Relations act could not yet be claimed to be a success because of the increasing 
total number of disputes. 
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we obtain the actual marginal costs of that particular year, C’. These are 
entered in Column 4, Column 5 contains the final results—the elasticities 
f demand for the product of the United States Steel Corporation. 
_ In reading these figures it is necessary to keep in mind that each 
present the elasticity at one particular point of the demand curve of one 
‘ulay year. \ == —3.56 is related for example to the demand curve 
which the Steel Corporation faced in the year 1928, and it shows the 
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f the elasticity of this curve at the point at which the price equals $70.9 and the 

rious corresponding quantity demanded (and supplied) equals 14.0 million 

ticity tons. 

ginal In the year 1929 the demand curve might have entirely changed its 
shape, but in any case it passed through the point p(g) = 70.7, g = 15.1 

| ind our computation shows that at that point it had the elasticity of —3.43. 

lable 1. _In the present note I do not make an attempt to reconstruct from the 
given point elasticities a complete “full length’ demand curve. Such an 
tivity attempt would require special assumptions concerning its general shape 
(straight line, parabola or hyperbola?) and the nature of its shifts (parallel 
up and down, parallel to the left and to the right, proportional?) from year 
tO year, 

To be sure, assumptions of this kind explicitly or implicitly are involved 
in any and every method of statistical derivation of two dimensional ‘‘full 
length” demand curves. The elasticity computation presented above is 
obviously not burdened by any assumption of this type. 

5. The values listed in the last column of our table are considerably 

itger (in numerical magnitude, disregarding the negative signs) than the 
average elasticity figure arrived at in the “Analysis of Steel Prices. 
According to that Report ‘ ‘taking into account all factors and making a 
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7. The application of the proposed indirect method of elasticity com- 
putation is subject to various limitations. The assumed equality of marginal 
revenue and marginal costs ignores the existence of speculative considera- 
tions, 7.e., the possible influence of the present prices upon future demand. 

If, as a result of such complications, the marginal revenue exceeds the 
marginal costs, formula (5) can still be used to determine the upper limit 
of the actual demand elasticity. If the marginal revenue of the Steel Cor- 
poration is greater than its marginal costs, the computed elasticity values are 
(numerically) smaller than the actual—the real elasticity might be —4.5, 
—5.0 or even greater. 

On the other hand, the indirect method of computation has the ad- 
vantage of being able to get at the actual demand curve of the particular 
enterprise in all its subjective complexity. Under oligopolistic conditions, 
such as prevail on the American steel market, the opinion of the particular 
producer about the possible reactions of his actual or potential competitors 
(the so-called conjunctural elements) plays an important part in deter- 
mination of the shape of his individual demand curve. Barring the uncertain 
device of personal questionnaires, the indirect method of demand analysis 
described above represents the only possible way of measuring these highly 
volatile demand relationships. 

WAssILY LEONTIEF 

Harvard University 
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Any attempt to estimate the distribution of property ownership among 
all adults dying in a given period must necessarily be based partly on guess- 
work. The number of nominal estates cannot be determined exactly, be- 
cause some estates of more than nominal size are held or transferred in such 
a way as to escape probate; and, moreover, the total and average value of 
nominal estates is not known.° It is of course obvious that any distribution 
of probated estates arrived at, and any estimates attempted of the dis- 
tribution of property among all deceased persons, merely indicate property 
distribution among living persons, for an exact correspondence of holdings 
may not be properly assumed. The study does not purport to be an analysis 
of the distribution of wealth, or even a basis on which the wealth of the 
region covered may be accurately calculated.* Tables below, which summar- 
ize the findings, indicate the distribution of property among probated estates 
which were inventoried. 

Class intervals used are the same as those employed by the Federal Trade 
Commission. The estimated total number of estates, the numbers inven- 
toried and not inventoried, and the numbers probated and not probated 
are given at the bottom of the tables. The mean and median values of 
inventoried estates are also given for purposes of comparison with other 
studies, but not because they are regarded as highly significant. 

The tables permit comparison county by county and of the two counties 
combined for two periods nearly thirty years apart. The estimated number 
of deceased persons in 1907 was based on local and federal death figures 
and on direct examination of death certificates. This latter source of data 
was not required for 1935. The proportion of estates probated to the total 
number of persons who died was higher in both years than the ratio found 
in the Federal Trade Commission investigation where 76.5 per cent were 
not probated.? The ratio of inventoried estates to total probated was also 
high in comparison to King’s Massachusetts data.* 

A general pattern of distribution similar to that found in other studies 
is at once evident. A greater concentration of property in estates above 
$100,000 and a larger proportion of the total number of inventoried 
estates concentrated in estates valued at less than $5,000 is shown as 
compared with the Wright and Johnson data for two rural Minnesota 
counties in 1923.° Hall’s study of six rural and urban counties in Washing- 
ton for the years 1928, 1933, and 1935 also shows less concentration of 
property values in estates above $100,000.’° The combined distribution for 


*Both King and the Federal Trade Commission guessed at these values of nominal 


Pctatec 
Cstates 


“Cf. R.R. Doane, The Measurement of American Wealth, 1933, pp 8-9. 

' The Commission estimated that during the period covered by its investigation 184,958 
cults died. The estates of only 43,512 were probated. Op. cit. 

"Ob. cit., p. 2. 

* See F. B. Garver and A. H. Hansen, Principles of Economics, 1937, pp. 546-547. 
_ James K. Hall, A Study of Probated Estates in Washington with Reference to the 
State Tax System, Univ. of Wash. pub., vol. 11, no. 1, 1939, pp. 31-32. 
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to 
on Further Comment on “Offset Checks” 
The issue between Messrs. Dice and Schaffner and me concerns the definition 
Be of a deposit balance.* Messrs. Dice and Schaffner have defined a deposit balance 
es- as ‘the net credit balance existing within a bank account at any given time.’ 
en | have defined a deposit balance as the right to draw a check. The issue between 
of us arose over the way in which operations within a posting period are to be 
in described. Let us assume that A and B each have a deposit balance after a given 
| sosting of $1.00, that both balances are in the same bank, and that checks are 
00. posted at the end of each day. One morning A gives B a check for $.50 which 
ug: B deposits immediately. What are A’s and B’s deposit balances at noon? I should 
1 in cy that A’s deposit balance was $.50 and B’s balance was $1.50; but Messrs. 
Dice and Schaffner would say, despite their definition of a deposit as “the net 
E credit balance . . . at any given time,” that A’s deposit balance was $1.00 plus 


an accumulating debit of $.50 while B’s balance was $1.00 plus an accumulating 
credit of $.50. Let us further assume that during the afternoon of the same day 
B vives A a check for $1.50 which A also deposits at once. After this transaction 
but before the posting took place at the mm of the day, I should say that A’s 
balance was $2.00 and B’s balance was $0; but Messrs. Dice and Schaffner would 
say that A’s balance was still $1.00 plus an accumulating crdeit amounting to 
$1.50 and an accumulating debit amounting to $.50 and B’s balance was still 
$1.00 plus an accumulating credit of $.50 and an accumulating debit of $1.50. 
After the posting we should both agree that A’s balance was $2.00 and B's 
balance was $0, but we should describe what had happened quite differently. 
Messrs. Dice and Schaffner would say that A’s account (credit of $1.50 and 
lebit of $.50) had no velocity but had “offset checks” amounting to $.50, while 
| should say that the account had a velocity of 1/2. Messrs. Dice and Schaffner 
would say that B’s account (credit of $.50 and debit of $1.50) had a velocity of 
| and “offset checks” amounting to $.50, while I should say that the account 
had a velocity of 3/2. In other words, I use velocity as total debits ($2.00) 
ver a period divided by deposit balances ($2.00) at some instant,? while 
Messrs. Dice and Schaffner must be defining velocity as total debits ($2.00) 
minus credits, in full when such credits are less than debits (in this case B’s 
account and a deduction from debits of $.50) and up to the amount of debits 
when credits are larger than debits (in this case A’s account and a deduction 
‘rom debits of $.50), divided by deposit balances ($2.00). More simply, Messrs. 
Dice and Schaffner define velocity as the excess of debits over credits* to in- 


_ Dice and Schaffner, “A Neglected Component of the Money Supply,” this Review, 
Sept, 1939, pp. 514-20; Villard, ““A Note on Offset Checks as a Component of the Money 
Supply,” Dec., 1939, pp. 798-9; and Dice and Schaffner, “A Reply to Mr. Villard,” March, 
1740, p. 113. 

This Review, March, 1940, p. 113. 

An average of balances held at different instants may also be used, but this refinement 
is rarély important for the economy as a whole. Stress is laid on balances at some instant to 
insure that a given balance is not owned by more than one person (and so counted twice), 
SIs the case if the sum of balances held over a period were used instead of balances held 
t some instant. Cf. below. 

For the economy as a whole, of course, debits would be the same as credits if, as 
med in the example used, all checks drawn in a period cleared simultaneously at the 
‘ac of the period. Given simultaneous clearing, it follows from Messrs. Dice and Schaffner’ 
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J 
of Messrs. Dice and Schaffner does not necessarily cast light on anything in the 
real world except bank posting ee although I suspect that Messrs. Dice 
and Schaffner think that their distinction does far more than this. But I can 
see neither a general way of calculating ‘‘offset checks” nor a reason for attempting 
the calculation, as I know of no important reason to distinguish between velocity 
(in my sense) within an account and between accounts, which depends, as we 
have seen, mainly on the length of the posting period. 


HENRY H. VILLARD 
Amberst College 


Offset Checks: Further Reply 


In his first discussion? of our article “A Neglected Component of the Money 
Supply” published in the Review in September, 1939, Mr. Villard contended 
that we were defining deposit balances in an unusual manner. In his second dis- 
cussion appearing on another page of this issue he attempts to make the point 
that we are using the concept “‘velocity” in an unusual manner. The authors feel 
that a brief restatement of their analysis of the intra-account clearing process 
may serve as the best answer to Mr. Villard. 

Anyone familiar with the activity that occurs in the bank account of a going 
business concern is aware of the fact that a sizeable portion of the daily debits 
charged to the account is matched at the time of book posting by simultaneous 
credit entries. _In a recent investigation the authors sampled the accounts of 
business firms in one of the leading banks in Ohio.? The daily debit and credit 
data over a 27-month period in 15 commercial firms’ accounts showed that 55 
per cent of the checks drawn during the period were offset at the times of bank 
postings by simultaneous credit entries. The percentage was 65 in a sample of 
4 industrial firms’ accounts over the same period. The question then arose, “Can 
these offset checks be fairly regarded as representing transfers of deposit bal- 
ances ?”” 

If a deposit balance is defined as the net credit balance existing at any time 
in the account of a bank customer, it follows that credit entries to a bank account 
which are simultaneously matched by debit entries at the time of bank posting 
never have the chance to appear as net credit balances and, therefore, cannot 
be regarded as deposit balances. The fact remains, however, that the holder of 

he account has drawn checks in payment of his obligations. Against what have 
the checks been drawn? Not against deposit balances as defined above, but 


larger “offset checks” will be relative to Dice and Schaffner velocity, other things equal. 
For the economy as a whole “offset checks” equal all debits (or credits) and velocity is 
zer0. See note 4 above. 
If it were found that checks were completely “offset’’ in a given account, it could 
be argued that this fact had demonstrated that the balance in question was not being held 
t transaction purposes (although even this conclusion would not follow if banks were 
fequiring minimum balances). But complete “‘offsetting’’ of checks means simply that 
the balance involved does not vary from posting to posting, and the mere existence of a 
balance which does not fluctuate raises the question of why such a balance is being held, 
quite apart from elaborate computations regarding “offset checks.” 
; ‘H. H. Villard, “A Note on Offset Checks as a Component of the Money Supply,” this 
Aevtew, Dec., 1939, pp. 798-799. 
_ The authors are indebted to the Bureau of Business Research of Ohio State University 
‘or aid in this investigation. 
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stions and hedges than to analyze them merely as adjuncts to different types of 
noney outlays. 
Clearing is the appropriate means of settling debts to the extent that economic 


wctivity within firms is continuous and that such activity among firms is simul- 
«neous. The authors feel that recognition of and — on the process of 


‘ntra-account Clearing helps to keep these important characteristics of our eco- 
comic system more firmly in mind than does the treatment of our monetary 


-ansactions in terms of a turnover of balances. 
Our interest is a wider one than is involved in the matter of velocity. We are 


income and outlay of business units. We are also interested in the broad point 
f view involved in such an analysis. As we see it, this broad point of view 
orovides a new insight into such concepts as the supply of money, the value of 


CHARLES A. DICE 


PHILIP SCHAFFNER 
Ohio State University 


Pacific Gas and Electric Case: Reply 


Two comments—one by Professor Bigham and one by Professor Mayer— 
appear in the June issue of the Review, questioning a suggested interpretation of 
the opinion of the Supreme Court in the Pacific Gas and Electric Case, 302 U. S. 
388 (1938). The interpretation is found in an article in the December, 1939, 
issue of the Review. 

Professor Mayer’s comment indicates on its face misunderstanding of the 
interpretation he challenges. After quoting from the article to the effect 
that “if the reasoning in this case (Pacific Gas and Electric) is consistently fol- 

wed, there will be few, if any, occasions on which a rate order based upon 

torical cost will be distributed by the Supreme Court,” Mr. Mayer proceeds to 
sate that “if, in the future, complaining public utilities plead the confiscation 
sue directly, the courts will find nothing in the Pacific Gas and Electric decision 
to preclude their accepting and weighing reproduction cost evidence although 
that evidence may have been rejected by the Commission. Consequently, it is 


If the decision precluded the consideration of reproduction cost by trial courts 
‘he statement that “there will be few, if any, occasions on which a rate order 
sased upon historical cost will be disturbed by the Supreme Court” would be 
meaningless. If such courts were compelled by the Supreme Court to follow 
ustorical cost alone, then the Supreme Court would never disturb a rate order 
decauise it was based on such cost. 

the interpretation suggested in our article can perhaps be best illustrated by 
Supposing that a trial court in a case where confiscation is the issue sustains a 

mmission order made on the basis of historical cost such as the order involved 


Ul} 


i¢ Pacific Gas and Electric case, and further that the court refuses to give 


terested in a realistic analysis of the banking process and its relation to the 
» monetary unit, price control, and various other monetary problems. 
atirely possible that many rate orders based on historical cost may be disturbed 
the courts without doing violence to this decision.” 
it is quite apparent that the sentences quoted from our article deal exclusively 
vith the attitude of the Supreme Court toward historical cost. There is no sug- 
estion in this quotation or in the whole article that the decision of the Supreme 
Court precludes trial courts from “‘accepting and weighing reproduction cost,” 
when confiscation is the issue. 
If this 
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that such evidence is not “substantial,” or to find compensatory factors for the 
elimination of reproduction cost in determining the rate base. This conclusion, we 
submit, is amply supported by a realistic interpretation of the recent decisions of 
the Supreme Court of the United States. 
G. LLoyp WILSON 
JosePH R. ROsE 
University of Pennsylvania 


The Possibility of a Positively Sloped Demand Curve 
for Labor 


In a recent article Mr. Sidney C. Sufrin examines the possibility of an increase 
in output and employment for a monopolistic firm resulting from a rise in wage 
rates, assuming no change in the demand curve for the product. Mr. Sufrin’s 
conclusions are based upon the examination of a hypothetical case but it is neces- 
sary to determine the exact conditions under which the above situation is possible 
before valid conclusions of sufficient generality can be drawn. The possibility of 
a positively sloped short-run demand curve for labor in periods of deep depression 
has also been suggested by Mr. R. F. Harrod.? But as will be shown, the case 
of a positively sloped demand curve for labor need not be limited to those situa- 
tions where plants are operating in a stage of decreasing cost. 

Assuming the demand curve for labor to a firm selling in an imperfect market 
to be given by the product of marginal physical productivity and marginal 
revenue, corresponding to each number of laborers employed, there are three 
conceivable situations for which this curve may be positively sloped. The most 
obvious case would be one in which both the marginal physical productivity 
curve and the marginal revenue curve were positively caped Such a situation is 
probably not likely, however. A second possibility would be one in which the mar- 
ginal physical productivity curve is positively sloped and the marginal curve is 
negatively sloped, provided of course that the demand for the product is not inelas- 
tic. This case will hold true within certain limits defined below. A rising marginal 
optim) 


__ Monopolies and Labor Regulation,” Am. Econ. Rev., XXIX, Sept., 1939, pp. 551-552. 
R F. Harrod, “Pigou’s Theory of Unemployment,” Econ. Jour., March, 1934, p. 27. 
Increasing marginal physical returns would in general be accompanied by falling 
marginal costs If firms selling in a purely competitive market were operating in a stage 
of cecreasing marginal costs, any firm could profitably expand its output at the prevailing 
Price since the demand for the product is perfectly elastic to the individual firm. Equilibrium 
‘or the short-run will only be reached when the firms are all producing at a stage of rising 
marginal cost and when marginal cost is equated to price for each firm. Hence a rising 


eta physical productivity curve for a firm selling in a purely competitive market is 
possidle 


appropriate amounts of raw materials would yield increasingly larger increments 
to the total product. An example of this situation might be a case where the 
employment of additional laborers would permit the use of machines which had 
reviously stood idle in the plant, and make possible economies of greater division 
t labor and technical efficiency to the extent that larger increments would be 
dded to the total product with each additional man employed. Production in a 
fegion of increasing marginal physical productivity could occur only when firms 
re selling in imperfect markets, however.* But in periods of low demand, 
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A Positively Sloped Demand Curve for Labor 


or the elasticity of the marginal physical productivity curve. Substituting these 
values in expression (1) or the first derivative of the marginal net productivity 
function we get 


d(p d (pq) 


d q 


a (Pq) 
dq 


q 

Now if e, has a greater negative value than the positive value of e’, the above 
expression (2) is greater than zero since all the other quantities are assumed to 
be positive. Hence, if the negative elasticity of the marginal pion productivity 
curve is greater than the positive elasticity of the marginal revenue curve, the 
lemand curve for labor will be positively sloped. This is true because it has been 

wn that if the first derivative of the marginal net productivity function (1) is 
positively sloped, the demand curve for labor must be positively sloped. 

The third condition under which a positively sloped demand curve for labor 
\s possible is the case where the marginal revenue curve is negatively sloped and 
e marginal physical productivity curve is positively sloped. Going back to 
expression (2) or 


dq 
q 


i will be seen that when the marginal revenue curve is negatively sloped, this 
» under expression will be greater than zero when the negative value of e’, or the elasticity 
seueoust f the marginal revenue curve is larger than the positive value of e, or the elas- 
+5 negi- ticity of the marginal physical productivity curve assumed to be positively sloped. 
luctivity | appreciate that in practice an increase in wage rates under conditions of a 
ve. The positively sloping demand curve for labor would not be likely to induce the em- 
ployer to increase his labor supply since he ordinarily would not be aware that 

na state of affairs existed. Nevertheless, if the employer were to leave the 

ssible f dumber of laborers employed by his firm unchanged, the laborers would be re- 


curve | “tlving a wage greater than the marginal net value productivity of !abor to the 
jual firm 


arginal 


194 831 
nder 
d (pq) 
a dq 
Let = - : 
> afe a 
) b the elasticity of the marginal revenue curve. 
hire 
Let e q ) 
for dq’ -4q 
When 
roduct 
eas | q dq 
uatl q 
Let 
al pr q I 
1W 
to be 
whicl 
t Value 
when 
al q’ 
ag’ — + 


83,2 nications [ December 


f ply following the rise in wages 
r) than before the reduction jp 


nployme med, every decrease in the number 
of labore net value product. Following a rise 
a ial (and maximum profits for the firm) 
number of laborers employed. 
RAYMOND F. MIKESELI 


Comme! | Cause and Control of the 
ss Cycle 


Business Cycle which appeared on 
pi f t the American Economic Review, the 
a n index of inflation which is based 
on the di n stment—type assets of the American 

bank ings—type liabilities. As it is obvi 
that it statistically with any theoretica 
ally measurable in any other sense 
gate investment by definition) the 
regards the data he has collected as 

aracteristic { items respectively.” 

It was ! question had been adequately 
with on In this connection, it is important t 
realize t nly excess credit. An insurance company 
for exalt rely gives the borrowers the use of 
funds al in n the other hand, can actually orig 
nate purchasing s to checking accounts. Therefore 
t-type assets and total savings, for the 
b statements. The index of inflation 
erion, not based on sampling alone, 
but ence issin ; as in the book.) 

Many p rder to obtain the difference between 
nselves. Actually, however, this 
rence which may exist (that is 
ny found in one or more subdivisions 
neces, it is only necessary to know the 


Hh 
WoO 5 el 


E. HARWOOD 


A nuous Cost Curves 


S ilus over arithmetic in the expos 
} 100 


tion ion has been devoted to the question 
I liscontinuities are minor in extent 


(discontinuities were of course typica 
sre known to me are M. F W. Josepa, 
A [ 1uOU vy to Increasing Returns,” Econ. Jowr., 19> 
20 roc enna, 1934), pp. 51-57; and S, Carlson, 
A Study on the lon, 1939), pp. 40-41, 50-52. None of thes 
here examined. 


auth 


1940] A Note on Discontinuous Cost Curves 833 


the analytical convenience of treating costs as continuously variable with output 
; an adequate defense for the common practice.? But there are limits to the 
daims of analytical convenience relative to those of realism in the study of 
economic phenomena; theoretical problems of importance may be overlooked 
f exclusive reliance is placed on continuous cost curves. The present note is 
jevoted to one case of discontinuity in the “short-run” cost curve of a firm. 

“In this case of discontinuous cost curves it is assumed that there are three 
productive services: one (C) fixed in quantity and two (A and B) variable in 
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quantity. Service B can be varied by very small amounts (i.e., B is infinitely 
livisible), whereas A can change only by large units. (For example, C may 
be a factory building, B the labor-and-materials, and A some machinery that 
comes only in one size.) It is assumed that all of the conditions of the law of 
diminishing returns are fulfilled. The data in Table 1 then represent the 
quantities of physical product that will be secured by applying various quantities 
of A and B to the fixed quantity of C. This table is necessarily incomplete with 
respect to variations in B, of course, since B was assumed to be infinitely divisible. 
It will be observed that the applications of divisible service B to any fixed 
number of units of A yield a marginal product which (after an early stage of 
increasing marginal product) decreases continuously. Moreover, when the num- 
det of units of the indivisible service (A) is increased by one, the entire schedule 
of returns shifts upward. These shifts also obey the law of diminishing returns: 
thus 4 units of A and 3 units of B yield a product of 29, 5 of A and 3 of B 
expos ‘ product of 40.5, and 6 of A and 3 of Ba product of 46.5. _ 
question By assigning prices to the various productive services it is possible to derive 
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"Cf. the classic statement on this point by Pareto, Manuel d'Economie Politique, 2nd 

typical in ed (Paris, 1927), pp. 172-75. - ret 

7. Joseph, As I have pointed out elsewhere, the conditions necessary to insure diminishing returns 

yr, 1933 are not likely to be fulfilled in the ‘short run.” But the complexities involved in short-run 

}, Carlson, phenomena do not affect the principle of the present discussion, and they could be recog- 

se of these ized in the present example. Cf. my “Production and Distribution in the Short Run,” Jour. 
| Pol. Econ., 1939, 305-27. 
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ypical) may operate at an output which equates marginal revenue to marginal 
cost But in light of the uncertainty regarding the marginal revenue from larger 
(or smaller) outputs, he may not attempt to verify that his present profits 

+ maximum maxima. Systematic differences between actual and (from the 


nroducer’s viewpoint) ideal output become possible. 


GEORGE J. STIGLER 
University of Minnesota 


Experience Rating in Wisconsin in 1940 


Initial results of experience rating under the Wisconsin unemployment com- 
sensation act were discussed in an article in the December, 1939, Review. 
Wisconsin was the first state to experiment with the idea of encouraging em- 


TABLE I 
ComPARISON OF 1938, 1939 anp 1940 ContrrispuTion RATES 
For 244 Wisconsin EMPLOYERS 


1938 1939 | 


Employers | Per cent | Employers | Per cent | Employers 


2.9 
96.7 
0 
0 


99 
78 
62 


100.0 


0.8 5 
| 


244 | 100.0 


Three of the 247 firms interviewed are excluded from this tabulation because one is a 
ubsidiary of another and two are now out of business. Rate estimates for 1939 are as of 
May 1939; those for 1940 as of June 1940. 

‘No employer was liable for a higher-than-standard rate before 1939. 

* Those employers who contributed at the rate of 3.2 per cent in 1939 and failed to fulfill 
certain conditions by the end of the year are required to pay 3.7 per cent on their payrolls 
during 1940 if their reserve percentages are less than 2.5 per cent. The 3.2 per cent rate is 
assessed against those employers with a reserve percentage between 2.5 and 4 per cent. 


ployers to stabilize employment through reduced contribution rates and through 
provisions for increased contribution rates reflecting the unemployment hazard 
of irregular operations. The article referred to was based on a study of the 
experience of 247 Wisconsin employers of various sizes and in all major lines 
of business. At that time, the 1939 contribution rates were the latest available, 
and during the field study in 1937-38 only a few employers were able to qualify 
‘or lower rates in the first year in which reductions were possible—1938. 

it was pointed out that 1938 rate reductions were secured in nearly every case 
under unusual circumstances, such as having a smaller payroll in 1937 than 
in 1936, thus increasing the reserve percentage, or by making a voluntary 
contribution sufficient to bring the reserve fund up to the necessary percentage. 
‘ne 1939 rates, however, were said to be more typical of the normal result under 


__ Employment Stabilization and the Wisconsin Act,” Am. Econ. Rev., xxix (Dec., 
pp. 708-723, 


Dat 1940 
= | Per cent 
2 | TS 
6 | | 40.5 | 107 43.8 
236 31.9 | 75 30.8 
2 1 | 25.4 | 5.7 
3.7 1 | 0 | 27 11.1 
244 
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inued effective stabilization efforts encouraged by the Act,? but one conclusion 
of the 1937-38 field study was that, under the reserve percentage form of ex- 
nerience rating, many firms are able to qualify for reduced rates without any 
xdditional effort because they happen to be in already stable businesses. If 
one accepts the argument that experience rating allocates the ‘‘social costs’’ of 
unemployment among firms, this result is desirable. On the other hand, if the 
social cost” proposition is regarded as untenable, the rewarding of firms in 
saturally stable businesses is not the most effective sort of experience rating. 

CHARLES A. MYERS 

Massachusetts Institute of Technology 


? Another factor accounting for the fewer number of increased contribution rates in 
is the change made in the Act by the 1939 amendments. Under the old provisions, an 
ie increased rate during the ensuing year if benefits charged against his account during the 
ear just ended exceeded his contributions for that year. The 1939 amendments eliminated 
this and made increased rates applicable only to those employers whose reserve percentages 
were less than 4 per cent. As a result, some of the employers who had increased rates in 
) under the old provisions were able to drop back to the standard rate in 1940 under 
the amended law. 
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Next, the argument of those like Professor Hansen who stress the rela- 


‘ion between population growth and economic activity is reduced to the 
following: ““The conception of population growth as a controlling factor 
in economic expansion . . . is based on the assumption that the only impetus 
to economic growth is that which comes from increased numbers of people” 


pp. 167-8). This statement being obviously untrue, it can safely be 
branded by the authors “an elementary fallacy” (p. 168). It is, of course, 
, clear misrepresentation of Hansen’s position, even as stated in the one 
yotation from Hansen that the authors care to use. For in it Hansen 
makes it quite clear that the economic growth of the nineteenth century 
involved not only population growth but also expansion into new territories 
and that “the combined effect of the declining population growth, together 

b the failure of any really important innovations of a magnitude su ffi- 


f the failure of the recent recovery to reach full employment.’’* 

laving knocked down to their satisfaction the straw man thus set up, 
the authors go on to argue that 7f the demand for output is increased su ffi- 
ciently, there will be a substantial demand for investment funds. But the 
problem of how a sufficient demand can be generated® is never faced directly. 
The volume concludes from its analysis of the security markets that “the 
restricted flow of funds into investment cannot be explained by abnormal 
conditions in the private capital market” (p. 334); but it discusses only 
the way in which government policies may have restricted the flow of private 
apital, clearly implying that the trouble rests with the government. In the 
absence of an explanation of the business cycle, however, there is no way 
of demonstrating that the government is responsible. 

Many business cycle theorists, as a result of their analysis, have concluded 
that, even if the capital markets are in satisfactory shape, the absence of 
sutnicient investment demand to bring about full recovery is largely the 
result of factors independent of the actions of the government and that 
ctually government activity has on the whole been favorable to recovery.® 


Quoted p. 162. My italics. Hansen's conclusion that perhaps half of the capital forma- 
‘ton up to 1929 may have resulted from the growth of population and its expansion into 
new territories, clearly implies that the other half of capital formation was accounted for 
oy other factors such as technological developments. Yet this conclusion is dismissed by 
uthors in a footnote with the comment that “Hansen makes a passing reference to 
‘us tact (that technical improvements provide an outlet for capital even without population 
wth), but without apparently incorporating it inte his thinking” (p. 168). 
‘n terms of what is probably the most widely held explanation of the cycle, the basic 
n is whether at the level of income required to provide the assumed demand for 
avestment funds, the supply of such funds would not be in excess of the estimated de- 
i, so that the level of output involved could not be reached or at least permanently 
intained This analysis has, of course, no meaning to Dr. Moulton, who argues that 
“wings have been in excess of investment since the World War. 
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by these differing Konjunktur are, according to Fanno, “abnormal”; but 
he does not himself mention this inclusive case in his specific enumeration 
of the causes of abnormal transfers (p. 31). The second criterion of 
normalcy is still more suspect. In the first place the concept is not opera- 
tional, because of the impossibility of distinguishing empirically between 
voluntary and involuntary savings. In the second place, the distinction can 
be made only ex ante, whereas the transfer mechanism pertains to capital 
regardless of origin, 7.¢., ex post. Finally, the implication that a normal 
capital movement must be “‘taken” in goods and services excludes such a 
transfer as a stabilization loan, for which there is no good reason to deny 
a normal character. As in most other cases, ‘“‘normal’’ and “‘abnormal’’ are 
rather elastic concepts; the best means of differentiation are similarly prag- 
matic, such as Fanno’s list of clearly abnormal causes (p. 31). 

Chapter 4 on “Indemnities and the repayment of war debts’’ seems to 
mix the normative and the purely analytical in setting as a ‘‘limit’’ to these 
compulsory levies a certain reduction of the standard of living; “‘but this 
cannot reasonably be carried beyond the point at which the physical, in- 
tellectual, and moral qualities of the population begin to deteriorate 
wreparably”’ (p. 34, my italics). For the rest, the chapter presents con- 
ventional arguments against the idea that reparation transfer proceeds 
automatically. 

Chapters 5, 6 and 7 are concerned with the attributes of flights of capital 
and their repercussions upon the domestic and the receiving economies; 
and chapter 8 explains that the concentration of gold in a few countries, 
chiefly in the United States, does not prove the Ricardian law regarding 
the distribution of precious metals to be in error, since the conditions 
postulated by that law are lacking. 

The monograph contains references to a wide range of literature in 
several languages on topics relevant to its themes. It will introduce stu- 
dents of economics to a number of the most important topics under dis- 
cussion during the twenties and early thirties after the world financial 
CTISIS, 

§S. ELLis 

University of California 
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What seemed significant, and the works of the classicists, particularly Marshall, 
on of seemed to many men worth careful study; but within the past decade or so 
» and we have seen the emergence of at least three “new schools’ determined 
A to throw all the old stuff into the ash can and build a new economics that 
: Pro. would really solve problems. Some of the institutionalists favored purging 
ussion the curricula of Marshall and all his predecessors “in toto”; then came 
es the Keynes with his jargon of un-English and bad English terms, and good 
oameam English terms with strange, new meanings, declaring that the classical 
: ‘ww economics was quite unusable, and that it must be discarded; and now some 
ears of the monopolistic competition school seem to believe that this ‘‘newer 
extend economics” practically supersedes the classical doctrine, and renders it 
ce into largely obsolete. Such a view has not indeed characterized the outstanding 
figures in the school so much as some of the corporals and buck privates, 
for a but at any rate such a view seems to be too generally held. 
onopo- A second question raised by this summary of monopolistic competition 
ve not theory relates to the final results of the movement represented by the 
ked by monopolistic competition school. These men have applied Marshall’s con- 
efs in: cept of relativity to the problem of monopoly, elaborating and developing 
of the what Marshall discussed only briefly; but the concept of relativity has yet 
author to be applied to many other economic questions before we can be entirely 
idiation realistic in our thinking. Many of the distinctions we make in economics 
ole col: are relative—between rent and interest, for instance, between rent and 
ss with wages, wages and interest, rent and profits, productive and unproductive, 
yerlin in earned and unearned, poverty and wealth, necessities and luxuries, use 
cally in- and waste. Few important economic terms, if any, can correctly be given 
ematical the clear, definite meanings that they have in economic treatises, any more 
treatises than can the concept of monopoly. Yet if we were to stress the relativity of 
be quite our terms properly and consistently, we should make of economics such a 
nebula of loose ends that it would at least cease to be teachable. Certain 
nind two philosophers and psychologists have done some such thing with their 
> monop studies. 
dency t0 JOHN IsE 
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open fot A Social Approach to Economics. By HAROLD A. LOGAN and Mark K. 
; point i INMAN. (Toronto: Univ. of Toronto Press. 1939. Pp. xvi, 659. $3.75.) 
he works This is another general economic text but it is the first of university 
i gninicant grade to be designed especially for Canadians. It is so designed in the 
nize more ‘ense that the examples used in description of the functioning of the price 
cept some mechanism in a relatively free economy are those of the Canadian setting 
the eatlit nd the economic institutions described and the problems of applied eco- 
quilibru® ME comics discussed are mainly Canadian, although some of the problems and 
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de- NEW BOOKS 
ana- BarNES, H. E., BECKER, H., and BECKER, F. B., editors. Contemporary social 
theory. (New York: Appleton-Century. 1940. Pp. xx, 947. $5.) 
tten BEKKER, K. Marx’ philosophische Entwicklung: sein Verhdltnis zu Hegel. 
— (Ziirich: Oprecht. 1940. Pp. 134.) 
stem BORNEMANN, A. J. Laurence Laughlin: chapters in the career of an economist. 
phy, (Washington: Am. Council on Public Affairs. 1940. Pp. ix, 98. $2.50.) 
» im- Biographical sketch and chapters on Laughlin’s interest and activities as 
istri- assistant professor at Harvard, teaching at Chicago, silver campaign of 1896, 
inate. federal reserve act, influence of Dunbar, attack on the quantity theory of money, 
ne and an appraisal of Laughlin as an economist. 
men- CHANDLER, L. V. An introduction to monetary theory. (New York: Harper. 
sorta: 1940. Pp. x1, 216. $1.50.) 
aa CLark, C. The conditions of economic progress. (New York: Macmillan. 1940. 
Pp. xii, 504. $5.) 
Tt is Comstock, A., editor. The Canadian economy. Mt. Holyoke Coll. stud. in econ. 
and sociology, no. 2. (South Hadley: Mt. Holyoke Coll. 1940. Pp. 47. 25c.) 
ely to FAIRCHILD, F. R., FURNISS, E. S. and Buck, N. S. Economics. Rev. ed. (New 
is that York: Macmillan. 1940. Pp. xxxi, 828. $3.) 
ly that Essentially an abridgment of the authors’ well known two-volume Ele- 
cannot mentary Economics, this book is designed for use in the one-semester course. 
er Originally appearing in 1937, it has now been thoroughly revised apparently 
4 for the purpose of improving the presentation of principles, of changing some- 
— what the emphasis on certain subjects and of incorporating into the discussion 
 mean- the latest developments and newest facts. All this has been accomplished and 
luation more. Well chosen exercises have been introduced here and there throughout 
his ob- the book; and, last though not least from the students’ point of view, the for- 
oath mat has been greatly improved. 
te The revision has altered the chapters on value considerably. “The whole 
=. section on price has been reorganized and largely rewritten in order to incor- 
tools of porate the concept of imperfect competition as an integral part of the theory 
of price. Imperfect competition and pure competition, as well as monopoly, 
ssibility have been merged in a unified treatment... . ” 
ginning Revision of chapters devoted to money and banking resulted in a somewhat 
saietica more compact and orderly presentation, and in interesting shifts of emphasis. 
nal Thus bimetallism which was allotted four pages in the first edition is now dis- 
nal ma: missed with twelve lines. The gold bullion and gold exchange standards, vir- 
to over tually ignored in 1937, are now briefly, but helpfully described. As befits the 
reatment times there is an increased emphasis on managed currencies and the instruments 
sal mote of cutrency control. 
this text _ Other noteworthy changes are in the form of supplementary facts: e.g., in the 
eg “iscussion of foreign trade policy and of labor legislation, recognition of recent 
texts ™ cevelopments in practical affairs has led to desirable additions which make 
mcs. ‘Hése presentations as up to date as is possible in these turbulent times. Of 
- ‘cater significance is the complete omission of the chapters on risk, insurance 
and speculation, and on hari hi i 
; profit sharing, copartnership and codperation. The 


amt may have been sacrificed (the reviewer thinks unfortunately) to make 
‘com for a new and timely chapter on German and Italian fascism. 
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von Mises, L. Nationalékonomie: Theorie des Handelns und W irtschaftens. 
(Geneva: Ed. Union. 1940. Pp. xvi, 756. Fr. Sw. 23.) 

Moore, J. H., and others. Modern economics: its principles and practices. (New 
York: Nelson. 1940. Pp. 499. $2.75.) 

Pace, C. H. Class and American sociology: from Ward to Ross. (New York: 
Dial Press. 1940. Pp. xiv, 319. $3.50.) 

In general, the study analyzes the views of the six sociological fathers 
with respect to: (1) the historical setting in which they took shape (see 
ch. 1); (2) their philosophies of history and historical change, pointing 
up the emphasis they placed upon economic and class factors, an emphasis 
most notable in the writings of Ward, Sumner and Ross; (3) their analyses 
of class structure and class psychology; (4) their treatment of the relation 
of the state to class organization; (5) their views on trade unions, labor 
problems, socialism, etc. Especially significant is the contrast between the 
laissez-faire Spencerian notions of Sumner and Giddings and the anti- 
Spencerian collective approaches of Ward, Small, Cooley, and Ross. This is 
tied in with their regional backgrounds. For a good summary of these points 
see pp. 249-251, and note especially their middleclass stress. 

Of especial interest to the economist are: their relation to Veblen (see pp. 
24-25, 48-49, 99, 122n, 130n, 135, 200-201, 225-226) ; their rejection of 
laissez-faire (they were mostly trained as economists); their critiques of 
capitalistic economics (see especially Ward, Small, and Ross) ; their treat- 
ments of trade unionism (see pp. 67, 107-108, 139, 147, 176, 203-206, 244). 
Their views, especially those of Ward, Small, Cooley and Ross, are a 
theoretical forerunner of much of the “New Deal” trends. 

In their several treatments they indicate the necessity, according to Page, 
of viewing class, in its dual aspect: “socio-economic” and “‘socio-psychological” 
(see pp. 252-254.) 

As a general evaluation, I should say that the book is a scholarly, thoroughly 
documented exposition of a body of sociological and economic thought, in- 
cigenous to America, and hitherto not brought together. It is no doubt a 
contribution to the history of American social thought, representing, in large 
part, a study of the critical reactions of six of our major social scientists to 
the growing contradictions of capitalism. Furthermore, it illustrates, in my 
mind, the early growth of a distinctly mative theoretical rebellion, dissociated, 
save for Small, from the Marxian developments. 


MyYRON LIVINGSTON HocH 


Pirou, G. Les nouveaux courants de la théorie économique aux Etats-Unis. Tome 


ll. L’économie institutionnelle. 2nd ed. (Paris: Domat-Montchrestien. 1939. 
Pp, 230. 85 fr.) 


The first chapter forms, doubtless, the most original part of this survey 
of institutional economics. The essential contrasting differences between classical 
and modern psychology, the repercussions of the new currents in psychology 
upon economic theory are effectively indicated. The ideas of Ely, Commons, 


Berle and Means dealing with the development of the juristic notions of 
économic facts, the institutional economic views of Commons, Atkins, ef al., 
are pointedly stated. While there is no accord among American economists 
tegarding the notion, import and value of institutionalism, French jurists 
nave successfully clarified and defined the notion of institution by contrasting 
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Knight gives more of the new imperfect competition analysis than appeared 
in the third edition, but less than many writers of the “new school” will 
probably want. In general, the revision is well done, and should enhance the 
usefulness of this excellent text. 

5. 


VESTMEYER, R. E. Modern economic and social systems. (New York: Farrar 
and Rinehart. 1940. Pp. viti, 604. $3.) 


As a result of the current practical application of new economic and social 
philosophies and policies over large areas of the world, we may now study 
radically different economic systems, not as theoretical possibilities, but as 
going concerns. The volume under review is one of a growing number of re- 
cent books that describe and compare various types of economic organization 
in terms of underlying philosophy, operation, and results. 

The book begins with an account of early movements for economic and social 
reform, and considerable space is devoted to the various aspects of utopianism. 
Then follows more comprehensive treatment of Marxism, soviet communism, 
anarchism and syndicalism, fascism in Italy and national socialism in Germany. 
The appendix includes the Communist Manifesto, the Manifesto of the Third 
International, Mussolini’s Doctrine of Fascism, and the National Socialist Party 
Program. The book is provided with a separate list of reference readings for 
each chapter, and also with topical bibliographies including helpful evaluations 
of the individual items. 

As might be expected in a book of this nature, considerable space is given 
to the doctrine and influence of Karl Marx. There is also a rather lengthy 
discussion of anarchism and syndicalism. Two very interesting chapters deal 
with utopianism in America, and modern literary utopias. There is, however, no 
formal discussion of the consumers’ codperative movement or of the general 
question of economic planning under a — form of organization. In 
evaluating soviet communism, fascism, and national socialism the economic 
and social aspects are in each instance discussed in separate chapters. This 
arrangement makes the book more readable, and should prove of distinct ad- 


vantage in classroom discussion. 

In the opinion of the reviewer the book has one serious weakness. This con- 
sists in the omission of any adequate analysis or evaluation of our own form 
of economic organization, It would seem that a comparative study of modern 
economic systems, prepared primarily for American students, might well in- 
clude a detailed account of the theory, evolution, and accomplishments of the 
system of private capitalism. It should be noted, however, that this criticism 
applies with equal force to various other books of this type. 

In conclusion it should be said that the merits of this volume far outweigh 
its shortcomings. The author has exercised care in selection of material and in 
distribution of emphasis, and has successfully avoided both excessive factual 
detail and over-refinement of theory. For use as a text, the book should prove 
especially satisfactory for college courses at the junior or senior level. 


J. E. MoFFAT 


Productivity, wages, and national income. Pamph. no. 23. (Washington: Brook- 
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comprehensively illuminating pages a chronicle that is customarily told in 
five to ten times as many. While it is particularly notable, his is not an 
isolated case of condensation involving economy of words but not of ideas 
and information. 

Also by their general arrangement the volumes illuminate their subject 
matter in an unusual degree. The arrangement makes a sort of declaration 
of independence from the legalistic approach to government control of 
economic activity and groups cases of such control (agriculture with public 
utilities, for example) according to the economic significance of the regu- 
lation rather than such considerations as the opinions of lawyers as to 
whether or not this or that enterprise is “affected with a public interest’’ 
or strictly private, etc. In addition, the second volume, as was true of the 
first, brings up to date—v.e., up to the date of publication—and into clearer 
focus than is customarily available, ranges of governmental dealings with 
economic life which have been greatly expanded in recent years. Important 
ontributions of this type are the chapters on “Agriculture” by Mr. Nourse 
and that on ‘Public relief” by Mr. Homan. 

In the light of current developments it is mischance that the part of this 
second volume dealing with war and preparation for war as the occasion 
for special governmental treatment of private enterprise, which occupies 
34 pages, is not even more extensively treated, relatively and absolutely. 
This fact suggests the desirability of periodic supplements to these two 
basic volumes which might, in addition to filling present gaps, keep the 
moving chronicle—the very fast moving chronicle—of the development 
of current issues of American public policy in the relations of government 
to economic life relatively up to date. In their emphasis upon economic 
reality rather than legal forms these volumes have provided a singularly 
useful framework for such a continuing effort. So far as this reviewer's 
technical competence permits him to judge of the work of a considerable 
company of authors whose expert knowledge far exceeds that of any indi- 
vidual, they have also clothed much of the structure effectively even if 
generally with a depressing harshness so far as literary style is concerned. 


DEXTER M. KEEZER 
Reed College 


A Hundred Years of Economic Development in Great Britain. By G. P. 
Jones and A. G. Poot. (New York: Macmillan. 1940. Pp. 420. 
$4.50.) 

As its title states, this is a textbook in the economic history of Great 
Britain during the great century of material progress ending in 1939. It is 
“concerned broadly with changes in the methods of producing wealth and 
distributing goods and services, and in the types of organization and forms 

of association developed for those purposes, in what appear to be the more 

important industries and trades.” The authors hope that the work will, 
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Rome and Italy of the Empire. By TENNEY FRANK. An Economic Survey 
of Ancient Rome, Vol. V. (Baltimore: Johns Hopkins Press. 1940. Pp. 
xvi, 445. $5.75, with General Index to Vols. I-V.) 

This volume, edited by Dr. Helen H. Loane and Dr. Evelyn H. Clift 
from the manuscript left by Professor Frank at his untimely death in April, 
1939, supplemented by material from his notes and his lectures delivered 
as George Eastman Visiting Professor at Oxford, completes the Economic 
Survey of Ancient Rome. The series, planned and edited by Professor 
Frank, constitutes a fine memorial to his sound scholarship and his tire- 
less energy. For specialists in ancient history and students of economic 
history in general the Swrvey constitutes a collection of materials of the 


the sources are there, enabling students to check the conclusions of the 
editors and to reach independent judgments of their own. No writer on 
Roman economic history for a long time to come will be able to do without 
the aid of this work. 

The present volume deals with economic developments in Italy between 
the foundation of the Principate by Augustus in 27 B.c. and the death of 
Severus Alexander in 235 A.D. Chapters 1-3 give a general survey of this 
period largely from the point of view of the public finances; chapters 
-9 deal with special topics; municipal finance, regional conditions, agri- 
culture in the first century, industry, trade and commerce, with special 
treatments of Rome, Ostia and Pompeii. An epilogue expresses Frank’s 
views on the economic decay of the Roman world. He was far too wise 

) seek a single explanation for the collapse of the Roman Empire, but 
he feels that the economic decline of Italy which set in during the second 
century was a strong contributing factor. Nevertheless, he is somewhat at 

loss to account for the decay of Italian agriculture. Frank rightly discounts 
the effects of the alleged outflow of precious metals to the East, since we 
now know that the export of money came to be controlled. More signifi- 
cant is his conclusion that a “fatal blow’ was dealt to the Empire by the 
great confiscations of Septimius Severus and the corresponding extension 

{ the imperial domains which led, he believes, to the development of agri- 
cultural serfdom. Again he is right in rejecting the interpretation of the 
civil wars of the third century as a movement of an oppressed peasantry 
against a municipal middle class. But he fails to take account of the effects 
of the increasing cost of government as a factor in the ruin of agriculture 
and business enterprise in the provinces. 

An appendix by Miss Elsa Graser gives an improved text and a transla- 
tion of Diocletian’s Edict of Prices of 301 A.D., and there is both a 
bibliography and an index of this volume. 

A. E. R. BOAK 

University of Michigan 
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HoLcoMBE, A. N. The middle classes in American politics. (Cambridge: Harvard 
Univ. Press. 1940. Pp. vi, 304. $2.50.) 

HowarD, G. K. America and a new world order. (New York: Scribner's. 1940. 
Pp. 121. $2.) 

HUBERMAN, L. America, Incorporated: recent economic history of the United 
States. (New York: Viking. 1940. Pp. 259. $2.75.) 

JacKSON, D. K., editor. American studies in honor of William Kenneth Boyd. 

' (Durham: Duke Univ. Press. 1940. Pp. ix, 377. $4.) 


By members of the Americana Club of Duke University. Contains eight con- 
tributions, among which are ‘‘The political economy of Jefferson, Madison and 
Adams,” by Joseph J. Spengler; “Ante-Bellum Cincinnati and its southern 
trade,” by William A. Mabry; and “The natural history of agricultural labor 
in the South,” by Edgar T. Thompson. 


KumM, L. E., STARKEY, O. P. and HALL, N. F. Introductory economic geography. 
2nd ed. (New York: Harcourt Brace. 1940. Pp. x, 501. $4.25.) 


This college text has been carefully revised throughout, but the same 
general format and highly desirable multiple approach have been retained. 
Much of the introductory section has been rewritten to add illustrations and 
improve the exposition. The following 80 pages on factors of physical en- 
vironment show some rearrangement and added material on meteorology. 
Part 3 contains 150 pages on foods, raw materials, and fuels. Part 4 on the 
geography of commerce and manufacturing has been supplemented by two 
chapters on some typical American manufacturing industries. In the last 150 
pages presenting the regional viewpoint, the material on South America has 
been expanded. 

Statistical material has been brought up to 1937 or 1938 and trade figures 
have been revised from single-year to multiple-year averages. The abundant 
diagrams have been culled, supplemented, and redrawn to improve student 
comprehension. 

ROBERT B. PETTENGILL 


Knoop, D. and JoNEs, G. P. A short history of freemasonry to 1730. (Manches- 
er: Manchester Univ. Press. 1940. Pp. ix, 148. 5s.) 

LUMPKIN, K. D. The South in progress. (New York: Internat. Pubs. 1940. Pp. 

256. $2.50.) 

MIRKOWICH, N. Privreda italijanskog fatizma (Economics of Italian fascism). 
(Beograd: Stamparija “SOKO.” Author: Univ. of California, Berkeley. 1940. 
Pp 223.) 

_ Contains a 7-page summary in English. 

NeF, J. U. Industry and government in France and England, 1540-1640. Memoirs 
of Am. Philosophical Soc., vol. 15. (Philadelphia: Am Philosophical Soc. 1940. 
Pp. 172. $2 

rOL, H. Suicide of a democracy. Translated by HEINZ NorDEN and RUTH 
NorbEN. (New York: Reynal and Hitchcock. 1940. Pp. xii, 296. $2.50.) 

Ropnins, L. The economic causes of war. (London: Jonathan Cape. 1939. Pp. 
124, 5s.) 

SMITH, J. R. and PHILLIPS, M. O. North America: its people and the resources, 


development, and prospects of the continent as the home of man. 2nd ed. (New 
York: Harcourt Brace. 1940. Pp. xili, 1008.) 
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ment intervention has been able to bring supply and demand into such ideal 
alignment. Moreover the pressure of an increasing farm population on the 
lind supply and available markets has increased the output of agricultural 
oroducts in a way that is unknown in the pressure of the industrial popula- 
tion on industrial output. This helps tu explain the low incomes of small 
owners, tenants, croppers, farm laborers, as well as those of unpaid family 
labor of farm owners as contrasted with incomes of large owners who have 
secured some of the gains of mechanization. To these trends must be added 
the tendency of the processors and distributors of agricultural products, 
such as cigarette manufacturers, canners, bakers, food and milk distributors 
and processors to control their output in relation to price regardless of the 
st of production borne by the purveyors of the raw materials. 

All these matters and more make for a complicated economic analysis 
which Anna Rochester handles with neatness and dispatch. She shows 
the interdependence of agriculture and industry as parts of our capitalist 
conomy, demonstrates the increase of large farms in each major region 
it the expense of small farms and traces the growth of capitalism in agri- 
culture through increased capital, increased mechanization and increased 
use of hired labor. The development of different classes in American 
agriculture is shown in the growth of farm laborers, migrant and casual, 
the increase in tenancy and sharecroppers, the crowding out of small farmers 
and the increased mortgage debt of middle farmers. The statistical analysis 
here represents the best use of the figures on types of farming and trends 
n size of farms that the reviewer has seen. The customary account of the 
loss of export markets is given; and a closely reasoned analysis of farmer's 
prices versas processor's prices is presented in the livestock and dairy in- 
dustry. 

Back of the farmer’s price problem is seen the expanding volume of 
agricultural output and the release of population from the land with in- 
creasing mechanization. Incidentally the statement that “the world has land 
enough to produce, with the methods of scientific agriculture, an indefinitely 
expanding volume of grain and textiles and fruit and meat and milk” 
seems somewhat rash to this reviewer. 

The author writes from a Marxist basis but her pessimistic view of 
ur agriculture is in an economic tradition that has already become orthodox. 
Except for occasional references to surplus value, finance capitalism, monop- 
listic pressures, and the desirability of farmer-labor codperation, the par- 
ticular bias of the Labor Research Association is not too evident. The writer 
suggests that some immediate easing of the situation is possible if the 
profits of processors and distributors are limited. Miss Rochester dis- 
cusses the New Deal; but, apart from its achievements in providing 
cheaper credit, she doubts if it has offered much permanent improvement. 

While exceptions can be taken to certain views advanced, this is an 
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country. De Hevesy specifically excludes provision for a minimum price, 
for which he had argued as early as May, 1932, and in a previous work 

Le Probleme Mondial du Blé) published in 1934. He criticizes (pp. 
39-40) this and other features of the draft agreement that was brought 
nearly to the point of adoption in August, 1939. 

The outcome of the present war may largely determine what kind of 

world we shall live in for some years to come, and one cannot safely predict 
that international commodity agreements of any such character will be 
within the scope of post-war practicalities. Nevertheless, efforts to construct 
a practical plan of international regulation, to project its probable operation, 
and to take into account relevant influences and prospective repercussions, 
constitute a significant exercise. Regardless of the merits of de Hevesy’s 
proposal for the pre-war or the post-war world, his presentation has many 
virtues. If his procedure were applied in more instances of possible eco- 
nomic planning, costly mistakes might be avoided and more consistent 
nrogress made. 
To say that the author has advanced the thinking on the subject is not 
to say that his scheme would work and work well. Ample experience shows 
that accurate forecasting of Europe’s import ‘‘requirements” for a year 
ahead is impossible in August. Difficulties that would certainly arise if 
the forecast were too high or too low are inadequately considered. Experi- 
ence with control schemes applied to other commodities, and the possibility 
that this one might still further reduce international trade in wheat, are 
barely touched upon. The reviewer finds reason to doubt whether the degree 
of price stability sought would be attained, to say nothing of “establishing 
and/or maintaining a price that is reasonable to both producers and con- 
sumers’ ( p. 1 19). 

Achievement of this objective, however, would by no means insure ac- 
ceptable prices and would leave large problems unsolved within the several 
exporting and importing countries. If the “world wheat problem” were in 
some degree simplified thereby, as de Hevesy perhaps rightly believes, its 
solution” would still require national actions in broad harmony with the 
international action. Some possibilities of this sort are discussed. 

Without attempting to check the author’s voluminous data, to scrutinize 
all his statements for possible errors of commission and omission, or to 
subject his plan to critical appraisal, the reviewer commends this careful, 
realistic work as deserving serious attention from economists and social 
engineers. The Oxford University Press and Humphrey Milford deserve 
congratulations on the admirable format and printing of the book, which 
readers will appreciate even if they do not analyze it. 

J. S. Davis 

Food Research Institute 

Stanford Unit ersity 
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The latter two-thirds of the book will be of great interest to those concerned 
with various Conservation movements and problems. Attention is called to the 
difference between the total physical quantity of a resource, such as oil, and 
the economic supply of that resource. Careful attention to this distinction, as 
made by the authors, would avoid much of the existing confusion concerning 
the question of future supplies of various natural resources. 

The book is well written and will serve as a ready reference for those who 
wish information concerning the land and other natural resources of this 
continent. 


W. E. 


GOTTSEGEN, J. J. Tobacco: a study of its consumption in the United States. (New 
York: Pitman. 1940. Pp. 308. $3.75.) 

Grimes, W. E. and HOLTON, E. L. Modern agriculture. Rev. ed. (Boston: Ginn. 
1940. Pp. 655. $1.72.) 

Hannay, A. M., compiler. Price fixing by government in foreign countries, 
1926-1939: a selected list of references on direct price fixing of agricultural 
products by foreign governments. Agric. econ. bibliog. no. 86. (Washington: 
U. S. Bur. of Agric. Econ. 1940. Pp. viii, 631.) 

Over 1,800 entries. 

Howarp, A. An agricultural testament. (London and New York: Oxford Univ. 
Press. 1940. Pp. xv, 253. $1.50.) 

Mark, I. Agrarian conflicts in colonial New Y ork, 1700-1775. Stud. in hist., econ. 
and public law no. 469. (New York: Columbia Univ. Press. 1940. Pp. 237. 
$3.) 

MorteNSON, W. P. Milk distribution as a public utility. (Chicago: Univ. of Chi- 
cago Press. 1940. Pp. xviii, 221. $2.50.) 

RopoTKA, F. and SHEFRIN, F. Codperative creameries in the United States. Ser. 
on codperatives no. 14. (Washington: Pan American Union. 1940. 

SHANNON, F. A. An appraisal of Walter Prescott Webb’s The Great Plains: A 
Study in Institutions and Environment. With comments by Walter Prescott 
Webb, a panel discussion, and a commentary by Read Bain. Critiques of res. in 

the soc. sci., ili. (New York: Soc. Sci. Res. Council. 1940. Pp. xi, 254. $1.) 
As indicated in the foreword, ‘“This publication is the third in a series en- 

titled Critiques of Research in the bad ieee sponsored by the Social Sci- 
ence Research Council through its Committee on Appraisal. The work sub- 
jected to review in this instance was first published in 1931. This book is a 
historical review of the settlement and development of the Great Plains, in 
which the author endeavors to appraise contributing factors. It was received 
favorably by reviewers and given prominent mention in some lists of outstand- 
ing books. The publication under review includes an appraisal of Webb’s book 
by Fred A. Shannon, comments on his criticism by Professor Webb, the dis- 
cussion at the conference called to consider the appraisal, and a commentary on 
the conference by Read Bain, its rapporteur. 

_ One impression gained from a review of this appraisal is that the author in 

the book under consideration at times fell into the error of making generali- 

zations which were broader and more sweeping than warranted by supporting 
material. The appraiser did an effective job of locating weak spots in the au- 

‘iors armor but seemingly went rather far in some instances in picking the 

‘tudy to pieces. The reviewer, however, feels that there was a tendency to de- 

vexe too much time to relatively minor points and not enough to basic con- 
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Production and consumption of manufactured dairy products. Technical bull. 722. 
(Washington: U. S. Dept. of Agric. 1940. Pp. 76. 15c.) 

Rural zoning and land use planning. County planning ser. no. 7. (Washington: 
Supt. Docs. 1940. Pp. 10.) 

The true facts about the expropriation of the oil companies’ properties in Mexico. 
(Mexico: Govt. of Mexico. 1940. Pp. 271.) 

The world agricultural situation in 1938-1939. (Rome: Internat. Inst. of Agric. 
1940. Pp. vi, 373. L. 25.) 


Manufacturing. Industries 


The Background and Economics of American Papermaking. By Louis Tit- 
LOTSON STEVENSON. (New York: Harper. 1940. Pp. xii, 249. $3.00.) 
From 1690, when William Rittenhouse, in partnership with three others, 
started a mill on Wissahickon Creek in Germantown, Pennsylvania, the 
industry of American papermaking has been “constantly in a state of flux. 
New locations, new processes, new materials,’ writes Mr. Stevenson, ‘‘are 
being developed so frequently that there is no indication of a static condi- 
tion in sight at the present moment.” 

In 1866 soda pulp was first manufactured from wood by a corporation 
near Philadelphia, and the following year the first ground wood pulp 

me out of the Berkshire hills of Massachusetts. Since then ‘‘the tide of 
newsprint has rolled past Berkshire County into the woods of northern 
New England, New York, the Lake States, the Pacific Coast States and 
Canada,” and the use of southern pine for kraft has given the South a 
new industry. 

Trade secretivness gave way to monopolies. Partnerships and individual 
ownerships gave way to corporations and holding companies, until by 1934 
twenty organizations controlled almost 45 per cent of the paper making 
capacity of the United States. 

From the passing of the first American Tariff act in 1789 until 1911, 
paper making grew and developed as a protected industry, with science 
opening new sources of raw material. Taken as a whole, it may still be said 
to be protected. In 1911, however, acting on a theory that American forest 
fegtowth could be promoted by curtailing markets for our own forest 
products, and after the failure to consummate the Canadian Reciprocity act, 

the United States gave Canada free entry for ‘mechanical and chemical 
wood pulp and newsprint and other paper . . . valued at not more than four 
ents per pound.” Thus,” declares Mr. Stevenson, ‘‘our markets were 
opened to Canadian newsprint. Those countries which have ‘most-favored- 
nation’ clauses in their trade treaties with us were accorded the same treat- 
ment.... The American market for newsprint and wood pulp thus became 
4 {tee international market. A hole has been breached in the tariff wall. 
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Automobile facts and figures. 22nd ed. (Detroit: Automobile Manufacturers 
Assoc. 1940. Pp. 96.) 

Economic power: hearings, 76th Cong., 1st Sess., pursuant to Public Resolution 
no. 113 (75th Cong.). Part 11. Construction industry, June 27-July 14, 
1939. (Washington: Temporary Nat. Econ. Committee. 1940. Pp. 4933-5593. 
75¢. 

Pie power statistics, 1939. (Washington: Federal Power Commission. 
25c.) 


Transportation and Communication 
NEW BOOKS 


'MBAKER, C. Transportation and politics: a study of long-and-short-haul 
policies of Congress and the Interstate Commerce Commission. Stud. in econ. 
no. 1. (Eugene, Ore.: Univ. of Oregon. 1940. Pp. v, 169. $1.25.) 

Davies, E. The state and the railways. Research ser. no. 51. (London: Fabian Soc. 
1940. Pp. 24. 6d.) 

Duppy, E. A. and Revzan, D. A. The use of transportation facilities in the Chi- 
cago fruit and vegetable market, (Chicago: Univ. of Chicago Press. 1940. Pp. 
ix, 86. $1. 

JOHNSON, +a HuEBNER, G. G. and WILSON, G. L. Transportation: economic 

"principles and practices. (New York: Appleton-Century. 1940. Pp. xi, 678. 


Though not a mere revision, this book is similar to the authors’ Principles of 
Transportation (1929). It emphasizes facilities, services, and business methods, 
rather than rate-making and government regulation. The discussion, even of 
regulation, is descriptive rather than analytical in nature. And the various forms 
of transportation, railroad, air, pipe line, water, and highway, are treated sepa- 
rately in different parts of the volume, rather than together according to func- 
tional topic. 

The present book differs from the former in the following respects: It is 
more than 100 pages shorter; about one-third instead of one-fifth of the space 
is devoted to regulation and public policy; pipe lines are included; and new 
chapters have been added on the functions of transportation, court review, co- 
ordination and consolidation, and national transportation policy. 

The material presented is for the most part not new; hence economists will 
doubtless be chiefly interested in the conclusions drawn by the authors with 
respect to future public policy. These conclusions center upon the basic assump- 
tion set forth in the preface to the effect that “the transportation goal to be 
sought by the people and Government of the United States is the continuance 
and expansion of private initiative and enterprise. . . .” Government ownership 
ind operation of the railroads should be avoided (p. 256). The government 
ought to retire from the water transportation business (p. 501). The policy of 
nuge public expenditures for waterways is open to serious doubts (p. 502). 
It is to be hoped that private enterprise, with government assistance, will be 
able to provide an adequate merchant marine (p. 514). Codrdination of trans- 
portation does not call for government ownership, but will require a modifica- 
tion and strengthening of regulation (pp. 648-651). Regulatory changes 
needed to promote codrdination under private ownership include the removal 
of obstacles to voluntary railroad consolidation, reénactment of a statutory man- 
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Codp., League of Nations. New York: Columbia Univ. Press. 1939. 
Pp. 172. $1.50) 

The theme of this book is the conflict between the trade policies of regu- 
lated and unregulated economies. Germany and Russia furnish illustrations 

of the first, and the United Kingdom and the United States of the second. 

The problem is to find whether a mutually advantageous trade can be con- 
ducted between countries whose policies are antithetical, both as to aims 
and as to methods. 

The author first discusses the attempts made in American trade agree- 
ments to adapt our policy of equality of treatment to the quantitative re- 
strictions and the systems of exchange control employed by various countries 
with which we have conducted tariff bargaining. When a foreign country 

nposes quantitative restrictions on its imports, the United States attempts 
to insist on equal treatment. Formally, we have scored certain successes on 
this point in our trade agreements. Actually, the author doubts whether the 
marantees we have received give us any assurance of getting the share of 
the trade we should have secured in the absence of restrictions. We have not 
attempted to use the trade agreements as instruments to force the unfreez- 
ing of old credits. He finds that with respect to the exchange control, we 
have attempted to insist that there should be no blocking of payment for 
goods imported from the United States, and that exchange control be ad- 
ministered without discrimination. We blacklisted Germany because she 
would not agree to abandon discrimination in allocating exchange. In 
general, the only exchange control countries willing to accept our formula 
were those with whom we have a passive trade balance. (Italy is an excep- 
tion. ) 

A case study of the difficulty of adjusting our ‘‘free” trading system to 
a controlled system is furnished in chapter 5 which describes American 
commercial relations with Germany, 1934-1939. The final decision of the 
Treasury in March, 1939, to impose countervailing duties generally upon 
imports from Germany the author takes as proof of the inherent incom- 
p ~~ of the commercial policies of the two countries. The episode is 

valuable in showing (a) how large an amount of discretion the Treasury 
may employ in administering countervailing duties, and (b) the conflict 

of Treasury policy with that of the State Department. It actually happened 

that in the summer of 1939 Mr. Hull's advisers were urging Brazil to re- 
ect certain German trading policies which Mr. Morganthau’s advisers 
had approved. 

The bulk of the book, chapters 6 to 11, is devoted to British policy as 

own in trade payment and clearing agreements, 1934-1939. As the result 
his study of their provisions, Dr. Tasca finds a fundamental difference 
between, British and American policy. In the control of imports into the 
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NEW BOOKS 


percaw, L. O., compiler. State trade barriers: selected references. Econ. lib. list 
no. 1 (rev.). (Washington: U. S. Bur. of Agric. Econ. 1940. Pp. 60.) 

pratt, E. C. Business cycles and forecasting. Rev. ed. (Chicago: Business Pubs. 
1940. Pp. xvi, 814. $4.) 

This book is a revised and enlarged edition of a volume published in 1937 
so that practically everything said of it in the review of the earlier edition (see 
The American Economic Review, September, 1937, p. 627) applies equally 
well to this one. 

The new edition differs from the old one chiefly in the attention paid to 
theoretical writers. For example, a single chapter of 15 pages in the old edition 
was devoted to business-cycle theories. In the new edition three chapters are 
given to this subject. In the new book the reader will find extended discussions 
of the theories of Pigou, Fisher, Keynes, Hayek, Schumpeter, and numerous 
other writers along with a presentation of the opposing theoretical positions. 
Throughout, the volume teems with footnote references to the work of other 
authors. 

The author's original thesis that the business cycle results from “‘originating 
causes” which arise from outside the business system and from “‘self generat- 
ing’ forces of either a reénforcing or limiting nature is preserved. One cycle 
differs from another chiefly in the particular originating cause present and the 
chance combination of self-generating forces at work. Forecasting is accom- 
plished by noting the relative strength of the reénforcing and limiting forces at 
some given moment. 

One of the strong features of the book is that though the author presents a 
definite method of forecasting, it is not based exclusively upon any one type of 
business-cycle theory, but is such as to appear convincing regardless of the 

ycle cult to which a reader may belong. 
WILFORD J. EITEMAN 


KraMER, R. L., editor. Our foreign commerce in peace and war: an account of 
the status and the characteristics of United States foreign commerce, looking 
fo the future. Annals, vol. 211. (Philadelphia: Am. Acad. of Pol. and Soc. 
Sci. 1940. Pp. x, 252. $2.) 

Krout, J. A., editor. Economic nationalism, trade barriers and the war. Acad. 


proc., vol. 19, no. 1. (New York: Acad. of Pol. Sci., Columbia Univ. 1940. 
Pp. 114. $2.50.) 


vol. xl, no. 1. (Lincoln: Univ. of Nebraska. 1940. Pp. ix, 129. $1.50.) 
Coma Vegetable Oil Corporation: trade report for the year 1939. (Hong Kong: 
_China Vegetable Oil Corp. 1940. Pp. vi, 107.) 
comercio exterior argentino en 1939 y 1938 y estadisticas econdmicas retro- 
pectivas. Bol. no. 225. (Buenos Aires: Direccién Gen. de Estadistica de la 
Nacién. 1940. Pp. 296.) | 
A digest of state ai relating to the problem of interstate trade barriers for 
‘ales whose legislatures convene in 1940. (Washington: Supt. Docs. 1940.) 
yment, wages and international trade. Stud. and ee ser. B (econ. condi- 


ions) no, 32. (Geneva and Washington: Internat. Labour Office. 1940. Pp. 
1U/, 75c.) 
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Accounting, Business Methods, Investments and 
the Exchanges 


Public Regulation of Competitive Practices in Business Enterprise. By 


Myron W. WATKINS and Others. 3rd ed. (New York: Nat. In- 
dustrial Conference Board. 1940. Pp. xxi, 355. $5.00.) 


After eleven years the National Industrial Conference Board has given 
us a third edition of Myron Watkins’ study of the work of the Federal 
Trade Commission. The changes are less extensive than might be expected. 
Regulation of the sale of securities, having passed under the jurisdiction 
of the Securities and Exchange Commission, has disappeared from the 
book. A few pages have been added about the Robinson-Patman act and 
the Miller-Tydings amendment and a paragraph or two about the Wheeler- 
Lea act. The section about basing point systems has been enlarged by inclu- 
sion of discussions of cross-hauling and phantom freight. A new chapter 
has been added dealing with regulation by other governmental bodies than 
the Federal Trade Commission under such statutes as the Food, Drug, and 
Cosmetic act, various requirements for commodity standards and labeling, 
ind the law against use of the mails to defraud. Passages about some of 
the older cases have been omitted and discussion of many recent cases has 
been substituted. Although about one-third of the text is new, the outline 
and point of view are essentially those of the earlier editions. 

The impact of depression, the New Deal, and the world-wide collapse 
f economic optimism have not been so great upon this book as might 

ve been expected. True, there is no longer the tacit presumption of early 

litions that except for the Federal Trade Commission we live in a world 

f laissez faire. Nevertheless, the title continues to cover the entire field of 
publicly regulated competition although the book contains nothing about 
the Securities and Exchange Commission, the Federal Power Commission, 
the Federal Communications Commission, the Maritime Commission, the 
Civil Aeronautics Authority, or the Government Contracts Board. In some 
respects, however, the book’s point of view has changed. There is new 
emphasis upon the need for stability and security in our economic system. 
The administrative tribunal as a regulating device is taken for granted, 
whereas it was formerly viewed with suspicion. A greatly extended scope 
‘or the Commission’s proceedings against misrepresentation and deception 
is viewed with general favor rather than with alarm. 

Although the relatively unchanged book reflects the relatively settled 
character of the Federal Trade Commission itself, the Commission has 

anged more than the book. The new material is not given the share, of 

en a it deserves. The eight new pages about the Robinson-Patman .act 
not sufficiently reflect the relative present importance of the Commis- 

‘lion's proceedings against price discrimination. The six new pages on the 
Millet-Tydings amendment do not adequately express the problems for 
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short-term financing. Throughout the book illustrative material from the 
history of individual companies is skillfully used. Specific, briefly-described 
instances of a given practice are cited. Long and intricate analyses of laws 
ind judicial pronouncements, anathema to most students, are also absent. 

In a book which attains such a high general level of excellence, it is 
disappointing to find an inadequate treatment of promotion. This should 
be one of the major topics within the scope of corporation finance, one that 
does not—like so many of its branches—really belong in some other 
field. The changes in American promoting activity since 1900 seem not to 
have penetrated into texts, nor is there effort in this or other books to make 
students understand the wide variety in promoting technique which may 
exist at any given time. Much material to illustrate this latter truth is now 
available in the records of the Securities and Exchange Commission. The 
dosely codperative nature of promotion, involving lawyers, bankers and 
business leaders in any given situation, is also under-emphasized. 

There are other weak spots in the book (notably chapter 23, where 
‘certain financial aspects of corporate growth of a general nature” are 
presented just as ineffectively as the quoted introductory phrase of the 
authors unconsciously states), but the general tone and methods are re- 
matkably well sustained throughout. This is of great importance to a reader 
trying to assimilate principles and data in the confusing brood of topics 
which corporation finance jealously insists on mothering. Add to this a 
simple, clear style and we must hail a real achievement in American text 
writing. 

SHAW LIVERMORE 

University of Buffalo 


NEW BOOKS 


ANDERSON, B. M., JR. The securities market and our financial preparedness for 
the eventuality of war. Econ. bull., vol. ii, no. 1. (Los Angeles: Capital Re- 
search Co, 1940. Pp. 23.) 

Address before California Bankers Association at Del Monte, California, 
May 23, 1940. 

— ). H. Growing up with advertising. (New York: Business Bourse. 1940. 
p. 314. $3.) 

Basson, R. W. Business barometers and investment. (New York: Harper. 
1940. Pp. xii, 270. $3.) 

Backus, D. C., and others. Problems in financing the modern corporation. 
— manag. ser. no. 59. (New York: Am. Manag. Assoc. 1940. Pp. 42. 

BLOCKER, J. G. Cost accounting. (New York: McGraw-Hill. 1940. Pp. 719. $4.) 

CARSKADON, T. R. 59¢ of your $1—the cost of distribution. Pamph. no. 44. 
(New York: Public Affairs Committee. 1940. Pp. 31. 10c.) 

CoucHMaN, C. B., and others. New concepts in accounting and auditing. Finan. 
manag. ser. no. 62. (New York: Am. Manag. Assoc. 1940. Pp. 34. 75c.) 
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arper. (including a concept of “reversibility” ; and differenecs in taxability. Security 
analysis is an attempt to evaluate the internal uncertainty involved in an in- 

The dividual security. The we is primarily to build up 

ope in which the uncertainties of in ividual securities are so balanced off against 

; fully each other that the resultant fits the investor s needs. 

large Problems, — rate tables, and sample investment portfolios are given 

fon of in the appendices. 
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funda- 

Actions FREDERICK, J. H. Public warehousing: its organization, economic services and 

orale” legal aspects. (New York: Ronald. 1940. Pp. xii, 301. $3.50.) 

ris dis- 3xAHAM, B, and Dopp, D. L. Security analysis: principles and technique. 2nd 

he sub- ed. (New York: McGraw-Hill. 1940. Pp. xiii, 851. $4.) 

ne that 


7 Like the first edition which appeared in 1934, this is a careful and pene- 
ive dil- 


trating study of security analysis and investment policy. As in the first edition, 
analytical techniques appear to be emphasized somewhat more than invest- 
ment policy; but those who have studied the earlier work will recognize that 
the analytical techniques proposed and illustrated are so skillfully blended 
with interpretative methods as to constitute a coherent treatment of the broad 
problems of investment —. 

The general framework of the first edition, and most of the material, has 
been retained in the second edition. Many of the illustrations have been re- 
vised to reflect conditions which developed in the years 1934-39; others have 
been supplanted by more recent and pertinent examples. Recent legislation 
relating to securities, and the regulations and decisions of federal agencies, 
particularly those of the Securities and Exchange Commission, are included. 

One of the outstanding weaknesses of many revisions of published works 
is that old material is retained and more recent developments are relegated 
to footnotes or to positions of subordinate importance in the text. To a slight 
extent this weakness is apparent in the present work. The second edition is 
also weighted heavily with illustrations relating to the ten-year period ending 
= in 1932, and for the student or teacher interested in illustrations of recent 
Professo developments this may be a weakness. 

The six years elapsing since the first edition appeared have provided a 
laboratory test-period which the authors have ntiliond to test the theories and 
analytical methods proposed and illustrated in 1934. These theories and 


N. (New methods have withstood the strains of the past six years with conspicuous 
success. 
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(Boston: Gracc, M. T. and BorDEN, N. H. Merchandise testing as a guide to consumer 
ouying. Rev, ed. Bus. res, stud. no. 22. (Boston: Harvard Univ. Grad. School 

5 to guide of Bus. Admin. 1940. Pp. 84. $1.) 
at and of HATFIELD, H. R., SANDERS, T. H., and BuRTON, N. L. Accounting principles and 


Practices: an introductory course. (Boston: Ginn. 1940. Pp. vi, 599. $3.75.) 
sem of & Heckerr, J. B. The analysis and control of distribution costs for sales executives 
tunds, Ut and accountants. (New York: Ronald. 1940. Pp. xvii, 420. $5.) 

variations Professor Heckert has prepared his book primarily for the practical operat- 
f securities ing executive and accountant. To this end he emphasizes procedures and meth- 
of liquidity ds in detail and from many angles. The book falls in four sections, concerned 
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\rwM AN, W. H. Business policies and management. (Cincinnati: South-Western 
Pub. Co. 1940. Pp. xii, 644. $4.) 

Includes chapters on policies—sales, procurements, personnel, financial ; 
organization; facilities—covering capacity, layout and building construction; 
tehniques—planning, performance, control. 

pston, W. A. Recent and prospective developments in accounting theory. Stud. 
no. 25. (Boston: Harvard Univ. Grad. School of Bus. Admin. 1940. Pp. iii, 
19. $1. 

Pit sis W. C. and Youns, R. A. Sales finance companies and their credit 
practices. Stud. in consumer instal. finan. no. 2. (New York: Nat. Bur. of 
Econ. Research. 1940. Pp. 321. $3.) 

RosiNsoN, O. P. Retail personnel relations. (New York: Prentice-Hall. 1940. 
Pp, xxi, 565. $4.) 

sartgast, C. R. The administration of college and university endowments. 
Contribs. to educ. no. 808. (New York: Teachers Coll., Columbia Univ. 1940. 
Pp, vi, 125. $1.85.) 

SpecTHRIE, S. W. Mathematics for the accountant. (New York: Ronald. 1940. 
Pp, xvi, 209, loose-leaf. $4.50.) 

Investment trusts: hearings, 76th Cong., 3rd Sess., on H. R. 10065, bill to 
provide for registration and regulation of investment companies and investment 
advisers, and for other purposes, June 13-14, 1940. (Washington: House 
Interstate and Foreign Commerce Committee. 1940. Pp. 145. 15c.) 

Investment trusts: hearings, 76th Cong., 3rd Sess., on S$. 3580 to provide for the 
registration and regulation of investment companies and investment advisers, 
and for other purposes. Part 2. April 12-26, 1940. (Washington: Senate 
Banking and Currency Committee. 1940. Pp. 325-1059. 75c.) 

Investment trusts and investment companies: report of the Securities and Ex- 
hange Commission pursuant to Sec. 30 of Public Utility Holding Company 
att of 1935. Part 3, Abuses and deficiencies in the organization and operation 
‘investment trusts and investment companies. Chaps. 1 and 2. (Washington: 
Securities and Exch. Commission. 1940. Pp. 798. $1.) 

Training solutions of company problems: oe designed for the development 
f sales personnel. Stud. in personnel policy no. 22. (New York: Nat. In- 
dustrial Conf. Board. 1940. Pp. 80.) 


Capital and Capitalistic Organization 


Corporate Size and Earning Power. By WILLIAM LEONARD Crum. (Cam- 
bridge: Harvard Univ. Press. 1939. Pp. xi, 418. $4.00.) 


“The present monograph is not a revised edition of Corporate Earning 
wer” (the author's earlier book), says Professor Crum, but is ‘‘a very 
claborate examination of a single aspect of corporate earning power.” This 
aspect is the relation between profitableness and size. 

_ Size of what? Not of production unit, because many of the corporations 
iling income tax returns may have more than one plant each. And not 
‘ enterprise in all cases, because since 1934, consolidated corporations 
have not been allowed to file combined tax returns. What is really measured 
‘the rate of return on stockholders’ investment (total book equity) in 
relation to the size of assets as disclosed by corporate income tax returns. 
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tion exigencies necessarily impose a different situation as regards the larg- 
est. the next-to-largest, and the middle-sized firms? 

These questions we cannot yet answer. If we do answer them more 
completely some day, it will, however, be very largely because of the care- 
fy and elaborate labors of Professor Crum who, by this latest work, shows 
himself still to be the greatest student of Treasury documents (those an- 
qually recondite and terrifying Statistics of Income volumes) that we have. 

RALPH C. EPSTEIN 

University of Buffalo 

NEW BOOKS 


AnnoLD, T. W. The bottlenecks of business. (New York: Reynal and Hitchcock. 
1940. Pp. xi, 335. $2.50.) 

paver, H. C., compiler. An indexed bibliography of the Tennessee Valley Au- 
thority. Suppl. July, 1939-Dec., 1939. (Knoxville, Tenn.: Tenn. Valley 
Authority. 1940. Pp. 13, mimeographed. Gratis.) 

BoNBRIGHT, J. C. Public utilities and the national power policies. (New York: 
Columbia Univ. Press. 1940. Pp. vi, 82. $1.25.) 

Hacker, L. M. The triumph of American capitalism: the development of forces 
in American history to the end of the nineteenth century. (New York: Simon 
and Schuster. 1940. <a x, 460. $3.) 


Lirxowitz, 1. Monopoly and big business. (New York: League for Industrial 
Democracy. 1940. Pp. 56. 20c.) 


Lyon, L. C. and ABRAMSON, V. Government and economic life. Pamph. no. 22. 
(Washington: Brookings Inst. 1940. Pp. 66.) 


An interpretative summary of the two-volume study under the same title. 


Labor and Labor Organizations 


Rival Unionism in the United States. By WALTER GALENSON. (Washing- 
ton: Am. Council on Public Affairs. 1940. Pp. 317. $3.25.) 

The split of the labor movement into two hostile camps has placed many 
employers in an unenviable position. Under the national and state labor 
relations acts, they must bargain collectively with the union which repre- 
sents a majority of their employees. Conversely, they become guilty of an 
unfair labor practice if they bargain with the minority union, after a 
majority of the employees have designated the rival union as their repre- 
sentative. Frequently, however, the minority union retaliates by calling 
isttike against the employer, or by picketing his place of business. There 
s nothing in the labor relations acts which gives the employer any remedy 
in such a situation. 

Inevitably, the employer, or sometimes the majority union, has turned 
to the courts for protection. There have been a surprisingly large number 
of Cases involving rival union disputes of this character. Many of them 
‘ntedate the A.F. of L.-C.I.O. split, because rival unionism has always 
‘xisted in this country, although never as extensively as now. 
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of one of the most difficult practical problems in present day labor rela- 
tions is distinctly worth while. The author seems, literally, to have covered 
ll of the cases arising out of rival union disputes of which published 
records are available, plus many such cases, particularly in New York City, 
which are unreported. He has handled both the law and the facts accurately 
and impartially. In addition, the book contains excellent up-to-date chap- 
vers on the Norris-LaGuardia act and the state and national labor rela- 
tions acts and their functioning. Begun as a doctor’s thesis under the direc- 
tion of Professor Paul F. Brissenden of Columbia University, this is one 
of the best examples of the possibility of real contributions by economists 
in the border field between economics and law. 
EDWIN E. WITTE 


University of Wisconsin 


As Steel Goes, .. .« Unionism in a Basic Industry. By ROBERT R. R. BROOKS. 
(New Haven: Yale Univ. Press. 1940. Pp. 275. $3.00.) 


This volume, the third in a series of interrelated studies of the labor 
arti by the same author, possesses all those qualities of factual 

knowledge, intuitive understanding, and good writing which made its 
predecessors so valuable. The history of the organization in steel is told in 
{etail, and followed by a generous discussion of the union as a going con- 
em, its internal organization, policies, methods, and problems. 

Of the questions touched upon I shall mention only a few that seem 
to me most important. First, union government. It is described as highly 
centralized. Dues and fees flow to the central office. Bills are paid there. 
Supplies are purchased there. Reports and questions flow in from the many 
beak, and advice and instruction flow out. Mr. Brooks believes this 
organization to be responsible for the efficiency and internal discipline 
which have brought the union widespread respect among employers. 

But he has anxiety. The gifted leadership has come from outside the 
industry. It has been appointed, not elected from below. He asks whether 
the purposes of democracy can thus be served. Will not centralized con- 
trol and appointed leadership develop a fatal dependence of the rank and 
ile upon authority as well as a strong vested interest among officers in the 
continuance of their own power? We are told that the national officials are 
cognizant of all this, consider their tenure provisional and are planning to 
at the membership into government in 1942. The steps will be watched 

by enthusiast and sceptic alike. 

“Mr. Brooks emphasizes that fruitful collective bargaining requires men 

who are intelligent, informed and codperative. Such qualities are not pro- 
duced at will; nor are they conspicuously the product of such a militant 
‘avironment as has prevailed in the industry in the past. He tells of the 
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ArtLeE, C. R., and others. Labour’s aims in war and peace. (London: Lincolns- 
Prager. 1940. 3s. 6d.) 

BakER, H. Current policies in personal relations in banks. Res. rep. ser. no. 61. 
(Princeton: Princeton Univ. Industrial Rel. Sect. 1940. iy 50. $1.) 

___———., compiler. Problems and policies in industrial relations in a war 
economy: a selected, annotated bibliography. Rev. ed. Rep. no. 60. (Princeton: 
Princeton Univ. Industrial Rel. Sec. 1940. Pp. 30. 25c.) 

CHAMBERLIN, W., compiler. Industrial relations in wartime Great Britain, 1914- 
1918: annotated bibliography of materials in the Hoover Library on war, 
revolution, and peace. (Stanford University, Calif.: Stanford Univ. Press. 1940. 
Pp. x, 239. $3.) 

Enwarps, N. History of the South Wales Miners’ Federation. (London: Law- 
rence and Wishart. 1939. Pp. 160. 3s. 6d.) 

ENGELS, F. The British labour movement. (New York: Internat. Pubs. 1940. 
Pp. 47. 15c.) 

Fr A oes H. Stabilizing jobs and wages through better business management: 
a discussion of business plans and techniques to regularize employment and 
income. (New York: Harper. 1940. Pp. xv, 334. $3.50.) 

FisHER, T. R. Industrial disputes and federal legislation, with special reference 
10 the railroad, coal, steel and automobile industries in the United States since 
1900. Stud. in hist., econ. and public law no. 467. (New York: Columbia 
Univ. Press. 1940. - 370. $4.75.) 

GarFeY, J. D. The productivity of labor in the rubber tire manufacturing indus- 
try. Stud. in hist., econ. and public law no. 472. (New York: Columbia Univ. 
Press. London: P. S. King. 1940. Pp. 204. $2.50.) 

Git, C. Unemployment and technological change. Rep. no. G-7. (Philadel- 
phia: WPA, Nat. Research Project. 1940. Pp. 21.) 


This summary sketches the nature and effects of recent technological changes 
which have vastly increased labor precae ye without stimulating total pro- 
cuction; which with relatively small capital outlays have encouraged large and 


“iscouraged small enterprise; which have prompted an annual surge back and 
‘orth between farm and industry of three and one-half million dislocated per- 
ons; which have caused populations such as those of textile towns and coal 
regions to be economically stranded and thousands of employable persons 
chronically unemployed; which have torn from their moorings special groups 


[he measure of technological advance is the capacity of the masses to buy 
the products of technology.” The test of the social value of science and in- 
ntion could not be more tersely expressed than this by the chairman of the 
Temporary National Economic Committee in recent hearings. Before this com- 
ttee in April, Corrington Gill and David Weintraub gave testimony on 
problems attending technological change which the former has summarized 
n the present report. Corrington Gill was appointed assistant administrator 
i the WPA and supervisor of the National Research Project, organized in 
1935 with David Weintraub as its director to inquire into the extent of recent 
anges in industrial techniques as a basis for evaluating the effects of these 
inges on the volume of employment and unemployment. The NRP has 
ready published some sixty-four reports as a result of field studies made by 
‘s own staff and by codperating public and private agencies. More publica- 
Ns are to come. 
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Myers, J. Do you know labor? (Washington: Nat. Home Lib. Found. 1940. Pp. 
ix, 139. 50c.) 

In brief compass and well grounded on facts impartially presented, the au- 
thor has made available to students and general readers an informative and 
interesting volume in answer to the question he asks. 

Besides drawing upon authoritative sources, the author brings to the ques- 
tions discussed a wide experience in dealing at first hand with labor problems. 
Seven years as a labor manager in a manufacturing concern and 15 years’ ex- 
perience as Industrial Secretary of the Federal Council of Churches, during 
which he investigated labor relations in all parts of the country, enables him 
to see the problems as employers and employees view them. 

Many of the problems have ethical and religious aspects. He believes that 
a society which stands for democracy and Christianity must recognize that indus- 
trial problems arising out of the denial of democratic rights and un-Christian 
practices are threats to the fundamentals for which we are hyo to stand. 

The book traces briefly the evolution from slavery to work for wages, ex- 
plains the rise of labor organizations, and shows the origins of the controversy 
between the A.F. of L. and the C.I.O. It discusses the causes of strikes and 
how to prevent them. It deals with the wage worker's need for legal protec- 
tion as provided by the National Labor Relations act and other laws. It pre- 
sents the constructive results obtained by codperation between employers and 
employees, by profit-sharing, by consumers’ codperation and by social legisla- 
tion which protects the rights of employees as citizens and improves their 
status in a democracy. 

Other topics discussed are the development of international labor relation- 
ships, the interest of the labor movement in world peace, the status of women 
and negroes in the labor movement, the development of workers’ education, 
and the relation of the church to the labor movement. 

Brief, authoritative and inexpensive, this volume should find wide use 
among classes and discussion groups. Questions at the end of each chapter 
provoke discussion. There is an excellent bibliography to guide them. 
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under the National Labor Relations act. (Cincinnati: Law Research Serv. 1940. 
Pp. 142. $7.50.) 

saposs, D. J. and Cooper, L. Effective collective bargaining, revised, May, 
1940: outline, bibliography, and statements from authorities on the réle of. 
the written trade agreement. Res. outline no. 7. (Washington: Nat. Labor Rel. 
Board, Tech. Serv. Div. 1940. Pp. 33, mimeographed.) 

SINGER, H. W. Unemployment and the unemployed. (New York: Chemical Pub. 
Co. 1940. Pp. 152. $2.75.) 

Watkins, G. S. and Dopp, P. A. Labor problems. 3rd ed. (New York: Crowell. 
1940. Pp. xiii, 1128. $3.75.) 

WUNDERLICH, F. Labor under German democracy: arbitration, 1918-1933. 
(New York: Soc. Research. 1940. Pp. xiii, 101. $1.) 

ZisKIND, D. One thousand strikes of government employees. (New York: Co- 
lumbia Univ. Press. 1940, Pp. 279.) 
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Mo ne) disbursements of wage earners and clerical workers in the North Atlantic 
gion, 1934-36. Vol. Il. Eleven cities. Bur. of Labor Stat. bull. 637. (Wash- 
oton: U. S. Dept. of Labor. 1939. Pp. 522. 75c.) 
obia State —— of Labor: proceedings of the fifty-sixth annual convention, 
August 19-22, 1940. (Cedar Point, Ohio: Ohio State Fed. of Labor. 1940. 
159. 

ake of } bor: hearings, 76 Cong., 3rd Sess., pursuant to S. Res. 266 (74th 
Con g.). Part 52. Los Angeles industrial background, January 10-11, 1940. 
Part 53. Open-shop activities, January 12-15, 1940. Part 54. Agricultural labor 
in California, January 13, 1940. (Washington: Senate Educ. and Labor Com- 
mittee. 1940. Pp. 19003-19395; 19397-19775; 19777-20073. 40c.; 35c.; 

Rules dd regulations, series 2, as amended, and National Labor Relations act 

(49 Stat. 449), effective March 13, 1940. (Washington: Nat. Labor Rel. 
Board. 1940. Pp. 29. 10c.) 


‘rate minimum-wage laws and orders. 1939, suppl. to bull. 167. (Washington: 
U. S. Dept. of Labor, Women’s Bur. 1940. Pp. 15. 5c.) 

Wage-hour legislation and the white collar adie (New York: United Office 
and Professional Workers of America. 1940. Pp. 18.) 

Wage and hour structure of the furniture-manufacturing industry, October, 1937. 
Bull 669. (Washington: U. S. Bur. of Labor Stat. 1940. Pp. 121. 20c.) 

Wages, hours, and working conditions in union bakeries, June 1, 1939. Bull. 673. 
(Ww ashington: U. S. Bur. of Labor Stat. 1940. Pp. 39. 10c.) 
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Commercial Banks and Consumer Instalment Credit. By JOHN M. CHAP- 
MAN and Associates. Stud. in consumer instal. finan., 3. (New York: 
Nat. Bur. of Econ, Research. 1940. Pp. xxiv, 318. $3.00.) 


This study of commercial banks as agencies of consumer instalment 
redit is one of a series dealing with the important financial institutions 
that participate in consumer instalment financing. The series also includes 
‘tudies covering personal finance companies, sales finance companies, in- 
‘ustrial banking companies, and government agencies in the field such as 

¢ Federal Housing Administration. 

Both the direct and indirect participation of commercial banks in con- 
‘umer instalment credit activities is traced largely by means of five exten- 
- questionnaire surveys. Direct participation, that is, personal lending 
‘y commercial banks, has increasingly attracted large and small commercial 

inks which, in many cases, have established personal loan departments 
‘0 promote this type of business. Indirect participation consists of the pur- 
‘hase by the commercial bank of the financing of sales finance companies, 

Personal finance companies, industrial banking companies, and credit 

nions. 


- is estimated that by the end of 1938, 1,500 commercial banks had 
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Foreign Exchange Practice and Policy. By FRANK A. SOUTHARD, JR., with 
the Collaboration of PHILIP F. Swart, JR., and A. N. GENTEs. (New 
York: McGraw-Hill. 1940. Pp. ix, 215. $2.50.) 


There is a need for a book to synthesize and bring up to date for the 
student and for the lay reader the present somewhat sprawling body of 
information and theory relating foreign trade finance, the foreign exchange 
market and foreign exchange policy. This Professor Southard has attempted 
to do, with the collaboration of Mr. Philip F. Swart, Jr., and Mr. A. N. 
Gentes, both of whom are actively associated with the foreign department 
of a large New York bank. Their discussion takes up in order the balance 
of payments, the foreign exchange market, foreign exchange rates, the 
financing of foreign trade and finally, foreign exchange policy. 

The attempt is not entirely successful, however. The book appears to 
have been written as an afterthought to the accumulation of a considerable 
amount of information on foreign trade financing in 1936 gathered from 
American exporters and importers by questionnaire, which, better or- 
ganized, would have made a worth-while article. The foreign trade financ- 

ing chapter of the book is the best, but even here Professor Southard’s 

collaborators do not succeed in dispelling an aura of remoteness from 
actual contact with the subject. And in the remainder of the book there 
are a number of errors of reasoning and fact which seriously detract from 
its value. 

The author’s initial chapter on the balance of payments maintains that 
transactions which involve no international payment do not belong in the 
balance (but when exports are paid for with dollar balances previously 
acquired, both exports and the capital outflow are and should be included 
to relate the balance of payments to the balance of indebtedness); and it 
denies that every credit in international transactions has a debit (almost 
complete confusion reigns on the subject of balance versus equilibrium in 
the balance of payments). In the chapters on the foreign exchange market 
and rates of exchange, it is to be deplored that the author practically ignores 
the trading section of the foreign department of a bank, so that he: (1) 
tulks of banks buying drafts because they anticipate a demand for the 
foreign currency concerned (a bank never buys exchange without at the 
same time selling it, and vice versa, unless it decides to alter its position) ; 
) uses an illustration of gold arbitrage (p. 109) which neglects the 

important fact of a 4 per cent handling charge imposed by the United 
States Treasury on purchases and sales of gold; (3) makes the statement 

that in the last few years most of the gold flowing to the United States has 
een handled by private arbitrage. In his discussion of foreign exchange 

Policy, however, Professor Southard does contribute interesting and read- 
ible discussions of the German and Argentine multiple exchange rate 
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and even if they were in complete control over their members, they did 
not encompass a sufficiently large proportion of their industry to control it 
(pp. 148, 216, 217). The difficulty of organizing agricultural ententes is 

slf-evident, with, on the one hand, the large number of small owners 
who, when prices are low, attempt to raise an even greater amount of 
product in order to maintain their income (pp. 154, 218), and, on the 
other, the international conflicts of interests between the agriculture im- 
porting nations, and the exporters (pp. 195, 197, 218). Inelasticity of 

agricultural output to price is well known; price is always the result of 
production, but with no reciprocating action on production (p. 154). 
Thus, especially in agriculture was state aid necessary, in order to enforce 
reduction in output, to lessen imports, subsidize exports, and even to aid 
agriculture by means of other actions on prices, such as by purchase and 
storage, and even by monetary devaluation (pp. 154 ef seq., 203 et seq., 
219). 

am the world-wide private and public attempts, results in general 
were mediocre (p. 219). In those cases, e.g., tin, and to some extent, 
cotton, where control was effective, there resulted a decline in consumption 
pp. 144, 168, 219), and a search, successful to some extent, for sub- 
stitutes (pp. 138, 144, 145, 168, 169, 182-187, 217). In the case of 
agriculture, more intensive cultivation in nations where acreage was cut, 
ind government-stimulated expansion of output in the normally importing 
nations, plus favorable growing weather, all tended to aggravate the situa- 
tion (pp. 158, 168, 169, 195, 197, 219). The only ‘‘aid” from a business 

price-profit economy) viewpoint was to be found in the poor crops 
resulting from droughts, dust storms and other meteorological phenomena 
pp. 201, 219). 

Dr. Ouvalitch states that his purpose is to reéxamine the development of 
prices in relation to money (p. 12). He believes that experience since 1929 
with the realization, among other things, that unemployment, which was 

e considered a temporary cyclical phenomenon, is now seen to be a 
hronic one (p. 18), has brought to economists a certain modesty and 
humility (p. 7); and the intensity, global extent, and duration of the crisis 
nave brought crashing to the ground their hopes of putting an end to busi- 
ness cycles, especially by use of statistical technique (pp. 7, 8). He does, 

iowever, think that statistics should be used to the fullest extent possible, 
but t with sufficient caution (p. 8). Statistical technique is not the magic 

which will provide the answer to all our problems, but only a tool to do 
‘n economics what the experimental method can do in the physical sciences. 
The author points out that a new factor unknown in previous crises is 

n in the voluntary devaluation of currencies (p. 19), but he maintains 
that ut there j is no correlation between changes in the monetary gold stock 
d wholesale prices (pp. 21, 29), and that, whatever the influence exerted 
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balance of factors will continue to lie on the side of low or lower capital 
yield” (p. 139). 

' On the demand side, particular emphasis is placed upon the diminution 
of corporation needs brought about by increasing reserves which are set up out 


| of earnings. However, it should be pointed out that reserves normally reflect 
t a need for capital—management electing to put the earnings to work instead 
; of disbursing them in the form of dividends. The significant aspect of reserve 
“ accumulations during the past decade is, therefore, that they are not being 
| invested. Much more important, then, are the ‘inhibitions to revival of capital 
. demand”’—the uncertainties of (1) war or peace, (2) continuation of former 
d growth, (3) obsolescence of machinery and products, (4) the outlook for 
IC prices and rates, and (5) the degree of participation of government in industry. 
Forces of capital supply likewise contribute to declining interest rates. The 
sf discussion of life insurance as a source of saving is particularly informative 
j and interesting. The prominence of this savings category becomes evident in 
' comparing the trend of insurance assets with total corporate financing for 
). new capital—the ratio increases from a level of around 20 per cent in the 
ch twenties to almost 120 per cent at the present time. 
ef Several provocative questions of basic theory are raised but space will 
of prevent their full analysis. Only two such points may be posed here. 


(1) Reserve requirements (pp. 102-103). The argument is submitted that 
capital reserves must be accumulated to equal 200 per cent of the loan obliga- 
tion. The author concedes that this “will jar conventional thinking in the 
accounting field’’ but bases his observation on the “‘actualities in industry.” 
Questions may be raised about the long-term pertinency of such a reserve 
policy and about the complete omission of competitive pressure which must 
be assumed to permit the adoption of the policy. 

(2) Effect of financial policies on market price. It is stated that the “speedy 
retirement of capital . . . ahead of obsolescence and other vicissitudes . . . 
can be accomplished only by stepping up the element of the capital cost in the 
price to consumers . . .”” (pp. 139-140). By way of objection, it should be 
observed that sinking fund reserves are not normally included as a part of 
operating costs. 

Altogether the book is stimulating in thought and provides a vivid reporting 
of the fundamental movements and trends. The author is to be commended 


for his realistic treatment of a subject which has long been mired in precedent 
and tradition. 


oint 
een 


the W. H. HusBANnp 


- BACKMAN, J. War time price control and the retail trade. (New York: Nat. 

only Retail Dry Goods Assoc. 1940. a 48.) 

ern: BIALIK, M. L. The codperative credit movement in Palestine. (Brooklyn: Au- 

‘For thor, 559 Sheffield Ave. 1940. Pp. 143. $2.) 

basic oe Idle money, idle men. (New York: Harcourt Brace. 1940. Pp. ix, 
7 252. $2.) 

=i CrawForD, A. W. Monetary management under the New Deal: the evolution 

tual of a managed currency system, its problems and results. (Washington: Am. 

iness Council on Pub. Affairs. 1940. Pp. x, 382. $3.75.) 

an Docker, F. J. Foreign exchange. (London: P. S. King. 1940. Pp. xii, 326. 15s.) 

deep- EBERSOLE, J. F. Bank management: a case book. 3rd ed. (New York: McGraw- 

n'he Hill. 1940. Pp. xv, 626. $5.) 


| 


804 Book | December 


| ets, expansion, administrative 


C. MANTON, B. D., and oth- 
u? (Cambridge: Am. Inst. 


497 } ank ing. Rev. ed. (New 
$5, trade; $4, school.) 
il bank credit. (New York 


Pamph. no. 45. (New 


HAI A (Baltimore Johns Hopkins Press 


H ington: Brookings Inst. 194 


ry 
HOL1 {ERRIAM, M. L. and NUGENT, R 
T he 38. Stud. in consumer i 
fi 40. Pp. xix, 137. $1.50.) 
IAMES. ] 1 banking. 3rd ed., rev. and enl 


Mil Bull. 80. (New York: Nat. Bur 
Pitman. 1939. Pp. xi, 143 


(New York: Colum! 


the seventy- fifth anniversary 
H. N. MacCracken of that it 
| reform by monetary mean 
Sod ids and Douglas for com 
tates in the preface, pro 
ined acceptance among s 

to consider some of t 


highly commendatory fashion 
| have been examined meti 
ected to fair but cogent 


Soddy and Douglas, Dr. Myers 


which she describes actual a 


She feels that it 1s unfort 
far enough to test the theor 
¢ of their outcome 1s mos 


management”’ is a 
rh. naturally, it is not on | 


Dr. Myers has present 
of the reviewer, as It | 


EREDERICK A. BRADFO! 


| G orks. 

My : 


1940] Money, Prices, Credit, and Banking 895 


PARKINSON, J. F. editor. Canadian investment and foreign exchange problems. 


(Toronto: Univ. of Toronto Press. 1940. Pp. ix, 292. $3.) 
\- This book is really two in one. The articles in each section of it are based 
7 upon papers delivered in two separate lecture series given at the University 
of Toronto and before the monetary group of the Canadian Institute of Inter- 
W national Affairs. Both survey from many different angles the development in 
the Canadian capital market and in Canada’s balance of payments and foreign 
r: exchange position between the Great War and the present war. The former 
section shows that the Canadian capital market has become mature. Though 
W not directly treated, the implications of this change for war finance now are 
obvious and important. The latter section not only deals with the changing 
S. character of Canada’s balance of payments between the two wars, but explains 
the foreign exchange control measures which were taken when the present 
0. war began. 
Most of the authors are practical bankers and financial men in the city of 
R. Toronto. Professor Parkinson of the department of economics of the Univer- 
al. sity of Toronto, does a good editorial job as well as contributing two articles. 
).) One of these is on “The theory of the mechanism of adjustment’’ with special 
nl. reference to Canada, and the other describes how Canada’s international ac- 
counts are compiled today. Two of his colleagues at the University of To- 
uf. ronto also appear in the list of authors. Professor D. C. MacGregor states and 
comments on the changing trends in the attitudes and practices of the Ca- 
43. nadian investor. Professor A. F. W. Plumptre gives a good popular account 
of what central banks are designed to do, and relates briefly the results of the 
bia actions of the Bank of Canada since its establishment in 1935. In a further 
article he discusses a more general topic, “The end of the gold standard.” 
i Though gold may still be used as a medium of international payments, he 
nt thinks that the nineteenth century international monetary standard based upon 
onl gold has gone, along with the world of /aissez-faire. é 
a. _ Students of Canadian finance will find in these essays much material on 
Dt0- financial institutions and their operations, and on monetary and financial his- 
cin tory, which is not readily available elsewhere. The articles are well and simply 
he written, and avoid economic jargon for the most part. 
F. A. KNox 
om PLUMMER, W. C. and YOUNG, R. A. Sales finance companies and their credit 
practices. Stud. in consumer instal. finan. no. 2. (New York: Nat. Bur. of 
“ Econ. Research. 1940. Pp. xxiii, 298. $3.) 
yer PRATHER, C. L. Money and banking. Rev. ed. (Chicago: Richard D, Irwin. 
| at- 1940. Pp. xvi, 903. $4.) 
net Dr. Prather has completely revised, brought to date, and improved the 
cory earlier edition of his elementary text. Additional space and emphasis have 
most been given to the sections on commercial banking and foreign exchange. The 
arrangement of material is substantially unchanged with the notable excep- 
tting tion of the appearance of the chapter on the theory of the value of money very 
n the carly in the book. The excellent treatment of government credit institutions 
ented and the réle of government in the regulation of other types of financial in- 
could stitutions is especially valuable. As in the earlier edition, however, only brief 
consideration is given to the problems of monetary and central bank credit 
‘ policy, and little attention is devoted to the objectives of monetary policy. 
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is conventional throughout, so much so that one wonders why he has felt it 
necessary to offer another book to Spanish readers already provided with no 
small number of translations of well known European and American works 
on monetary theory and practice. Favoring a return to gold, he rather naively 
conceives the principal problem to be that of obtaining international agreement 
on some maximum specie coverage, the only manner in his estimation of 
bringing about a more even distribution of the world’s monetary gold. The 
point is not developed, nor does one find qualifying statements suggesting the 
author's conversance with even the simplest proposition of the theory of the 
mechanism of adjustment. 


VIRGIL SALERA 


Woon, E. English theories of central banking control, 1819-1858, with some 


account of contemporary procedure. Harvard econ. stud., vol. lxiv. (Cambridge: 
Harvard Univ. Press. 1939. Pp. xiii, 250. $5.) 


This volume presents a study of early English theories of central banking 
control. Part 1 deals with theories which were promulgated between 1819 and 
1844, prior to the passage of the Bank act, and part 2 is concerned with 
theories from 1844 to 1858. The two parts are followed by a chapter con- 
taining the author’s general conclusions, an appendix, a bibliography and 
index. The volume was awarded the David A. Wells prize for the year 
1937-38. 

There is no doubt of the value of Dr. Wood's contribution. He has ex- 
amined with careful precision the theories of the major writers and bankers 
of the two periods into which his study is divided. The opinions of Tooke, 
Newmarch, Thornton, Palmer, Loyd and many others are summarized in ex- 
cellent fashion and commented on by the author. The material considered 
is concerned with theories of the Bank of England’s control over the country 
banks and their circulation, over the money market, and over general prices. 
As would naturally be expected, there were considerable differences of opinion 
by the informed men of the day on these questions; and these diverse opinions 
are set forth clearly and concisely by the author. 

Dr. Wood's own conclusion seems to be that most of the theories which 
he has reviewed have not stressed sufficiently the fact that the Bank of Eng- 
land really controlled the international gold standard rather than the gold 
standard controlling the policy of the Bank. This judgment, while perfectly 
sound as stated by the author, can, it seems to me, be over-emphasized and 
has been in some of the remarks the reviewer has seen with respect to the 
volume. 

In conclusion, it should be pointed out that the appendix, and the text 
itself in places, contains excellent charts and statistical tables in support of the 
author's argument and conclusions. 


FREDERICK A. BRADFORD 


Bank for International Settlements: tenth annual report, 1st April, 1939—31st 


March, 1940. (Basle: Bank for Internat. Settlements. 1940. Pp. 159.) 


ederal Home Loan Bank act: hearings, 76th Cong., 3rd Sess., on S. 4095 and 


H.R. 6971, bills to amend the Federal Home Loan Bank act, Home Owners’ 
Loan act of 1933, title 4 of the National Housing act, and for other purposes, 


June 11-20, 1940. (Washington: Senate Banking and Currency Committee. 
1940. Pp. 120. 15¢.) 


C 

h 

1 

Of 
nd 
on 
ort 
on 
aT 
ge 

T 
id 
10 
iberal 
anc 

etchy 


[ December 


| man igement conference 
ind Finance, Dartmouth Cc 

ink loan and investment polici 

nd Finance. 1940. Py 


(Ha I 
th: N.C. Bankers Assoc. 194 


D tion, and Tariff 


YnN2E ntal units of Llline it 
Pp. 58.) 


York: Nat. Economy League, 194 


ARA 
rofits tax. (London: Ma 


BROWN, | 
(7 

he Canadian Institute of Inter 
n different aspects of its subje 
In mary of Dominion pu 
ry the currency and bankir 
refore dogmatically—the viev 
Canadiat 


the methods of 
r the rise in Canadian 


Lae 


n prices 
r finance is a serviceable expo: 
of war. Following in genera 

m which war producti 
yn, borrowing from saving 
ur finance. He then sun 
posals and, in a brief referet 


nion that Canada may be in 


nflationary methods than th 


ind his associates undertal 
the extent of the war 
normal” war year wit! 
tation. The estimates 
sions of financial poll 
] 1 5 involve d. The read 


the actual numerical 


umstances may be 


1 ee nal 
s probable ‘norma 


tent to which Canada’s wat 
United States and tot 
tish Commonwealth. 


ll in giving a cot 


Boobs December 


lear that + 4 14 

Cal nat 1 iS dl f 
nfi n in war finance, and t 


, 1940] Public Finance, Taxation, and Tariff 899 
, non-technical discussion of the problems of war finance in the Canadian 
|. setting. 
G. A. ELLIoTT 
j Burns, A. E. and Watson, D. S. Government Spending and economic expan- 
, sion. (Washington: Am. Council on Public Affairs. 1940. Pp. vi, 176. 
$2.50. 
Rng M., and others. Should we conscript wealth, too? Round table broad- 
cast no. 132, (Chicago: Univ. of Chicago. 1940. Pp. 28. 10c.) 
Garwoop, M. Estate planning to minimize taxes. (New York: Prentice-Hall. 
1940. Pp. 279. $3.50.) 
HopE-JONES, A. Income tax in the Napoleonic Wars. (London: Cambridge Univ. 
is, Press. New York: Macmillan. 1939. Pp. x, 145. $2.25.) 

Readers of this excellent monograph cannot fail to find an analogy between 
10. its background and Great Britain’s present plight. Then, as now, Britain 

virtually alone faced a hostile continent. It remains to be seen whether there 
al will be a modern counterpart for those great fiscal reforms of Pitt the Younger, 

the consolidated fund and the income tax, the latter of which is the subject 
da of this study. 

The author’s opportunity to make a basic contribution at this time is in 
er- part due to the accidental discovery of the income tax records of the period 
ect. after a century’s belief that they had been destroyed in a bonfire acclaiming 
blic the repeal of the war levy. Introductory chapters describe the antecedents of the 
ing tax and the circumstances surrounding its introduction in 1799. The several 
ews chapters which follow show how the development of administrative, legal, 
lian and personnel machinery made possible the successful collection of the levy 
ces. in the face of jealously guarded traditions and privileges which would have 
05I- otherwise defeated it. Of the greatest interest to students of both public 
eral finance and economic history is the detailed analysis of the experience with 
tion the income tax between 1806 and 1816, the decade which saw the fore- 
ing, runner of England’s modern tax, the 2 shillings per pound schedular levy. 
jum- The annual yields of from 11-16 million pounds are broken down by schedules 
ence as well as by geographic areas, thus providing a detailed picture of economic 
in a developments during the Napoleonic War period. The author points out that 
hose rising ap. combined with increasing administrative efficiency, made possible 

a steady increase in collections despite violent fluctuations in foreign trade 
rtake and in the agricultural contribution to the tax base. 
a J. WILNER SUNDELSON 
with- 
safe HUNTER, M. H. and ALLEN, H. K. Principles of public finance. (New York: 
licies Harper. 1940. Pp. xx 672. $3.50.) 
eader This book is a complete revision of Professor Hunter’s well known Out- 
Con- “nes of Public Finance. Though arranged for use as a textbook, the clarity 
ffice of its style also commends it to the general reader. Its usefulness as a text 
1 that nas been increased by the addition of questions and exercises at the end of 
Ne Ie cach chapter. Many of the questions relate to finance in the student’s own 
wat ‘ity and state, thereby increasing his interest and showing him the practical 
5 wat importance of the subject. In the appendix will be found the essential parts 
to the oi the second report on a plan for a model system of state and local taxation, 
presented by a committee of the National Tax Association. 
oncise In this edition more attention is given to the grant-in-aid. An entire chapter 
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d scumiDT, E. B. Tax systems of Nebraska. Nebraska stud. in bus. no. 46. (Lin- 
0 coln: Univ. of Nebraska. 1940. Pp. vi, 42. 50c.) 
. seiko, D. T. The federal financial system. (Washington: Brookings Inst. 1940. 
5 Pp. xii, 606. $3.50.) 
d sHaTTUCK, L. A., JR. Municipal indebtedness: a study of the debt-to-property 
ratio. Stud. in hist. and pol. sci., ser. lviii, no. 2. (Baltimore: Johns Hopkins 
in Press. 1940. Pp. 145.) 
1 srraDLeY, L. P., and others, Corporate taxation and procedure in Pennsylvania. 
en (Chicago: Commerce Clearing House. 1940. Pp. 475. $10.) 
a- vaxit, C. N. and PATEL, M. H. Finance under provincial autonomy. (Bombay: 
ey Longmans Green. 1940. Pp. xi, 200. Rs. 4.) 
en Waters, L. L. Use taxes and their legal and economic background. Kansas stud. 
in bus. no. 19. (Lawrence: Univ. of Kansas. 1940. Pp. 92. 50c.) 
vel Weaver, F. Oklahoma’s deficit: a study in financial administration. (Norman: 
DUS Univ. of Oklahoma Press. 1940. Pp. vili, 67. 50c.) 
ts, The administration of gasoline tax refunds and exemptions. (Chicago: Fed. of 
ob- Tax Administrators. 1940. Pp. 32. 75c.) 
nd {sessment supervision. 7th progress report of the Committee on Assessment 
one Organization and Personnel. (Chicago: Nat. Assoc. of Assessing Officers. 
The 1940. Pp. 46. $1.) 
old La conversion y unifwacion de la deuda publica interna y externa de la provincia 
vith de Buenos Aires, de 1935: resultados econdmicos y financieros. (Buenos Aires: 
ind. Instituto de Finanzas Argentinas, Univ. de Buenos Aires. 1939. Pp. 91.) 
E Fiscal possibilities for national defense. Stud. in econ. of nat. defense no. 6. 
.. Suppl. to Economic Record. (New York: Nat. Industrial Conf. Board. 1940. 
Pp. 8.) 
Winois tax problems: proceedings of an open forum on taxation and tax prob- 
ious lems in Illinois. Spec. rep. no. 5. (Chicago: Illinois Tax Commission. 1940. 
dule Pp. xil, 423.) 
yeat Among the problems discussed are the property tax, delinquency, major 
y for expenditure problems in Illinois, and the necessity for tax me and im- 
ad to provement in tax laws. Since the uniformity clause of the Illinois constitution 
ition has been interpreted in such a manner that an income tax would be unconsti- 
com- tutional, considerable discussion is devoted to the present method of taxing 
pula: intangibles under the property tax. Access to federal income tax returns has 
ment improved the situation somewhat, but it is still highly unsatisfactory. Various 
worthwhile suggestions are made for improving assessments, reducing de- 
Re unquency, and improving tax collection a A modern business tax for 
| lilinois is also proposed. But any fundamental change in the tax system of 
— Illinois would probably require a constitutional amendment, and it is ex- 

; tremely difficult to amend the constitution in Illinois. 
igtor CATHERINE G. RUGGLES 
wap?) ‘iernal organization of local assessment offices. 8th progress report of the Com- 

; mittee on Assessment Organization and Personnel. (Chicago: Nat. Assoc. of 
_ Press Assessing Officers. 1940. Pp. 43. $1.) 

. Mik publicity tax law of 1934 and amendments of 1935, 1936, 1937, 1938, 1939 
a and 1940: State of New York. Article 19 of the tax law and departmental 
Bur. of ¢gulations, (Albany: State House. 1940. Pp. 44.) 

‘sonnel administration in local assessment offices. 10th progress report of the 
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(1) charts of all the important tax systems of the world; (2) condensed 
histories of taxation in the more important jurisdictions (this section is waiting 
for the invention of a sufficiently condensed form of gage 0s (3) 
charts of the tax systems which leading authorities think we should have; 
(4) similar charts of the tax systems which the various taxable groups such as 
the public utilities, the banks, the real estate interests, the farmers and or- 
ganized labor, desire us to have; (5) the complete terminology of a model 
state-and-local tax law to be offered for the consideration of the various Ameri- 
can legislatures; (6) the world’s total annual tax bill showing the amounts 
raised by the different taxes in each country and in each state; (7) a compre- 
hensive series of status tables showing in immediately comparable form the 
more essential tax facts in the various states; (8) a similar and of course much 
more important series of status tables showing the corresponding information 
relative to the tax systems of the various national governments throughout the 
world; (9) the principles of taxation stated in summary form; (10) tables 
showing the tax burdens on various imports in the different countries; (11) a 
section devoted to the best methods of administration of the various taxes 
including standardized forms; (12) an assessors’ manual for arriving at the 
taxable valuation of lands and improvements; (13) the key language of the 
key decisions and several other features necessary to make the volume a 
complete library inside one set of covers.” 
The village law concerning property taxation, 1940: New York State. Bull. vol. 
xxv, no. 6. (Albany: State House. 1940. Pp. 45.) 
War finance in Britain, Pamph. on world affairs no. 25. (New York: Farrar and 
Rinehart. 1940. Pp. 31. 15c.) 
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Burch, G.I. The reason for birth control, with special reference to business con- 
ditions, population growth, and national defense. (Washington: Population 
Reference Bur. 1940. Pp. 14.) 

COHEN, F. S. Immigration and national welfare. (New York: League for In- 
dustrial Democracy. 1940. Pp. 40. 15c.) 

Giass, D. V. Population policies and movements in Europe. (New York: Ox- 
ford Univ. Press. 1940. Pp. vi, 490. $6.) 

LoRIMER, F., WINSTON, E., and KIsER, L. K. Foundations of American popula- 
ion policy. For the Committee on Population Stud. and Soc. Planning of the 
“yr Econ, and Soc. Planning Assoc. (New York: Harper. 1940. Pp. xiii, 178. 

2.50.) 

MARSCHNER, F, J. Rural population density in the southern Appalachians. U. S. 
Dept. of Agric. misc. pub. no. 367. (Washington: Supt. Docs. 1940. Pp. 18. 
25¢.) 

‘INC, F. Problemi demografici. (Bologna: Zanichelli. 1939. Pp. vi, 228. L. 20.) 
_This is a reprint of more than two score articles, written years ago. The 
ast paper dates from December 1927, i.e., a few months after Mussolini's 
irst important speech dealing with demographic policy. Developing the 

political program of fascism, the Duce claims there the right of a “well ordin- 

ated state” to watch the physical health of its people, or what he terms, the 

“estiny of the race. By taking care of the future of her citizens through legal 
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Recent proposals for substantial housing projects within New York City 
induced a group of savings banks and insurance companies to seek more 
factual data than was available; for large amounts of mortgage money would 
be required in the development of the proposed construction. The codperation 
of the Federal Housing Administration was sought and granted to the extent 
of assigning expert housing economists from its staff to supervise the research 
entailed. To Dr. Hoyt went the ay. my ae for the preparation of the text 
of the report and to Mr. Badgley the bulk of the responsibility for devising 
the survey technique. 

The analysis resolves itself into a consideration of three apartment housing 
areas. Of the three areas greatest attention is bestowed on the problem ag- 
glomeration encompassed within the section known as the Lower East Side. 
The Lower East Side of New York City is a problem agglomeration in the 
sense that the drift of land use in this area is a matter of uncertainty. In 1939 

mans one-eighth of the entire land area in this section consisted of non-income pro- 
ducing properties. 

lable Against the Lower East Side is buttressed a composite of those apartment 

ster areas which compete with it in transportation time and cost and social, cul- 
tural and recreational amenities. And finally there is the outlying area in the 

reign various boroughs, in New Jersey as well as in Westchester County, New York, 
and Nassau County, Long Island. New bridges, express highways and tunnels 

Har- which facilitate egress from Manhattan, enable these areas to offer both apart- 

ment and single family accommodation to the migrant metropolitan worker, 
fence looking, like Sandburg’s boll weevil, for a home. 

The study is amply equipped with charts and statistical data and is an 
ok on outstanding example of intensive inquiry thrown against a background of com- 
sleton- prehensive information. 

A. R. Hasse 
educ 
1940 JANSEN, W. The social agencies and public education in New York City. (New 
York: Bur. of Pubs., Teachers Coll. 1940. Pp. 140. $1.85.) 
ing ate lewis, W. A. Economic problems of to-day. (New York: Longmans Green. 
psycho- 1940. Pp. xii, 179. $1.25.) 
- school This little volume is not written primarily for economists, but for students 
nately 2 and laymen generally, and there is no attempt at exhaustive analysis. The first 
uotients four chapters deal with conditions in England, and discuss the allocation of re- 
of their sources, distribution of income, international economic relations, and unem- 
ployment. The remaining chapters describe recent economic developments and 
7 governmental policies in Russia, Germany, France, and the United States. 
manna, In this section the author is frankly critical of the methods of economic con- 
k: New trol in each of the countries named. 

The general reader will find this a helpful introduction to current economic 
questions. The author contrasts peace time economic problems with those aris- 
ing during the stress of war, oa he portrays in a striking way the significance 
and implications of a war time economy. A war economy demands such sweep- 
ing and rapid changes in production that the ordinary forces of the market 
operate altogether too slowly to guarantee the effective utilization of resources. 
Consequently the leading countries are adopting more arbitrary methods of 


‘conomic control; each nation developing its own peculiar directive tech- 
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PrIFFNER, J. M. Research methods in public administration. (New York: Ronald. 
1940. Pp. xv, 447. $4.50.) 

puiuips, W. C. Adventuring for democracy. (New York: Social Unit Press. 
1940. Pp. xvi, 380. $3.) 

Rew, 1. D. A. The negro immigrant: his background, characteristics and social 
adjustment, 1899-1937. (New York: Columbia Univ. Press. 1939. Pp. 261. 
$3.50.) 

This book, which adds another to the many studies of cultural groups 
migrating to this country, is also important for the contribution which it makes 
to the growing material about the Harlem section of New York City. Since 
Harlem has come to exert a vast influence upon our entire negro population, 
the fact that these immigrants concentrate in large urban centers and especially 
in Harlem, causes the importance of this migration to be much greater than 
is indicated by the actual number of people involved. 

Although the author shows the great diversity of backgrounds of the people 
of this area, this immigration is characterized loosely as “West Indian.” As the 
result of growing immigration restrictions against workers in the entire 
Caribbean area, over-population in some of the islands, and only limited 
opportunities to use the resources, the worker has looked to the United States 
for a place in which he might improve his condition. 

This group of immigrants, which is made up largely of adult people with 
an excess of males, and a rather large proportion of skilled workers, is prob- 
ably faced with a more difficult problem of social adjustment upon entering 
this country than any other group; for these newcomers are both immigrants 
and negroes. They are shocked by the attitude of this country with regard 
to color. Not only do they find inter-racial problems, but also intra-racial con- 
flicts among groups of their own people. It is with these conflicts and problems 
of social adjustment that the book at hand mainly deals. 

Material of this character, which can be secured only through years of 
study and close contacts with these immigrants, is presented by the author with 
skill and understanding. The book does not deal directly, however, with certain 
community problems which arise from a migration of this kind. For example, 
nothing is said about its effect upon the health of the city. There is no 
discussion of housing conditions, the indigent family, or the complicated 
neighborhood situations which have been brought about by this influx of negro 
and other immigrants from the West Indies. Granted that a study of this 
kind must be limited in scope, it does seem that these are important social 
aspects of the migration which must be met and dealt with. 

LAWRENCE R. CHENAULT 


ROBINSON, T. H., and others. Men, groups, and the community: a survey in the 
ocial sciences. (New York: Harper. 1940. Pp. xix, 965. $3.50.) 

Chapters by eleven members of the School of Social Sciences, Colgate Uni- 

versity, designed as a “text for a survey or general introductory course in the 


eld of the social sciences.” Among the chapter headings are: “Goods, 
property, and production” ; “Free private enterprise” ; ‘‘Money and its value” ; 
‘Business enterprises” ; consumers”; workers’; ‘“The investors”’ ; 
‘Government lends a hand” ; and “Planning is suggested.” The volume is pro- 
‘usely illustrated and the text includes many statistical tables. Problems are 


‘ppended to each chapter, and references to further reading are added. 
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ROGLER, ¢ rto Rican town. (Lawrence: Univ. of 
Kansas | Pp. vi, 198.) 
Contait ilation and economic life. 
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no. 113, 75th Cong. Part 12. Industrial insurance, August 23-September 7, 
1939, Part 13. Life insurance, September 11-December 22, 1939. (Washing- 
ton: Temporary Nat. Econ. Committee. 1940. Pp. 5594-6361; 6363-7096. 
75c., each part.) 

Federal old-age and survivors insurance under Title II of the Social Security act 
as amended effective January 1, 1940. Reg. no. 3. (Washington: Supt. Docs. 
1940. Pp. xii, 116. 15c.) 

Social security in the United States, 1940. (New York: Am. Assoc. for Social 
Sec. 1940. Pp. 174. $2.00.) 

This is a record of the thirteenth national conference on social security, 
held in New York, March 29-30, 1940. It includes also a census of social 
security in the United States. The papers are arranged under the following 
titles: “Some social and personal problems after 65”; “The continuing prob- 
lems in unemployment insurance” ; “Some fundamental considerations in so- 
cial security”; “The future in social security.” 


Unemployment compensation interpretation service. Benefit ser., vol. 3, no. 2. 
(Washington: Social Security Board. 1940. Pp. 290.) 
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Applicants for Work Relief: A Study of Massachusetts Families under the 
FERA and WPA. By ELizaABETH W. Gitpoy. (Cambridge: Harvard 
Univ. Press. 1940. Pp. xviii, 273. $3.00.) 

Mrs. Gilboy undertakes an evaluation of ‘“‘work relief’ as a means of 
providing aid for the needy unemployed and their families. Her evaluation 
s based upon an analysis of the records of a sample of cases receiving work 
relief under the Emergency Relief Administration and its successor agency, 
the Works Progress Administration, in Massachusetts, supplemented by 
secondary data from a number of special studies in other states and localities. 
Mrs. Gilboy concludes that work relief—an emergency development of the 
great depression—should be continued as a regular function of govern- 
ment. The case analyses would seem to indicate that, for the most part, 
petsons employed on work projects are, in fact, ‘employable’ and that 
they are in general the victims of cyclical and technological unemployment, 
ble to work in a competitive labor market when suitable employment 
opportunity is available. 

Mrs. Gilboy advocates a federally controlled work relief system admin- 
steted with codperation from state and local agencies, and believes that 
ome modification is needed in the present WPA set-up to provide more 
‘quitable allocation of federal funds to localities, more effective codpera- 
ton with the public employment services, better planning of projects, more 
‘isctiminating selection of workers, and more efficient administration. 

The major contribution of the book is the analysis of a sample of work 
“uct cases in selected cities and towns of Massachusetts. The sources of 
‘uta for the bulk of these cases were the ERA application blank or home 
"st report, and for cases separated from the rolls the dismissal slip. Per- 
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laws. The record presented of the past decade demonstrates the limitations of 
the local unit in both finance and administration. Case after case drawn from 
court decisions should convince even the most prejudiced reader that decisions 
which affect vitally the lives of thousands of citizens should be made by in- 
telligent and sympathetic social workers on the basis of practical and human 
considerations, rather than by inexpert elected officials bound by legal tech- 
nicalities and local parsimony. In Miss Abbott’s words: 

“To abolish or re-write the old pauper laws is the only method that will 
bring our oldest form of social security in line with our modern social wel- 
fare program.” Until drought and unemployment had created a crisis “‘pub- 
lic relief had been our oldest American tradition. Our Puritan and Virginian 
ancestors alike brought with them the principle of the compulsory collection of 
poor relief funds when they came to found the Atlantic Coast settlements in 
the early seventeenth century. This has been regarded as an American principle 
and continued down to the present day. The depression furnished further evi- 
dence that adequate relief could be secured only through a public relief system, 
and the experience of these years made clear the need for state funds and for a 
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Guck, F. Z. The Illinois Emergency Relief Commission: a study of administra- 


tive and financial aspects of emergency relief. (Chicago: Univ. of Chicago 
Press. 1940. Pp. 262. $1.) 
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NEW BOOKS 


BAKKEN, H. H. Codperation to the Finnish. (Madison: Mimir. 1939. Pp. x, 
220. $2.50. 

History codperatives in Finland. 

BLANKERTZ, D. F. Marketing codperatives. (New York: Ronald. 1940. Pp. xiv, 
488. $4.) 
A detailed description of different forms of codperative organizations, in- 
cluding consumer farmers’ codperatives, credit unions, mutual insurance com- 
_ panies, housing societies and college codperatives. 
LAMONT, C. You might like socialism: a way of life for modern man. (New 
York: Modern Age Books. 1939. Pp. x, 308. 95c.) 

Mr. Lamont, a scion of a banker's family, has written a fervent plea for 
4 socialist society. He is decidedly a left-winger within the socialist move- 
ment, yet he is not a fanatic, and he is evidently free from the twisted emo- 
tions which so often drive socialists of bourgeois descent to extreme attitudes 
in an attempt to escape from self-blame for not having been born in the 
right class. 

The exposition of socialist economics brings nothing essentially new, but 
neither is it open to any objection of importance from the viewpoint of the 
professional economist, which is more than one can say of most popular 
books on socialism. The author's interest lies mainly in philosophy and general 
culture analysis, and here he has some thought-provoking things to say. 
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NOTES 


The term of service of Davis R. Dewey as managing editor of this REVIEW 
rerminates at the end of the present year. Professor Paul T. Homan of Cornell 
University has been chosen by the Executive Committee to be the new managing 
editor, his duties to begin January 1, 1941. 


The fifty-third annual meeting of the AMERICAN ECONOMIC ASSOCIATION 
will be held with the Southern Economic Association in New Orleans, Louis- 


iana, December 27-30, with headquarters at the Roosevelt Hotel. The prelimi- 
nary program has been arranged as follows: 


Friday, December 27 
9:00 A.M. MEETING OF THE EXECUTIVE COMMITTEE, Southern Economic As- 
sociation. 
10:00 A.M. 1. Gold and the Monetary System (joint session with the Econo- 
metric Society) chairman, O. M. W. Sprague, Harvard University 
Papers: Hans P. Neisser, University of Pennsylvania; Charles O. Hardy, 
Brookings Institution 
Discussion: Fritz Machlup, University of Buffalo; William Adams Brown, 
Jr., Brown University 
10:00 A.M. 2. ROUND TABLE CONFERENCE: ECONOMIC RESEARCH I—chair- 
man, Paul T. Homan, Cornell University 
Papers: Carl F. Remer, University of Michigan, “The Réle of the Univer- 
sities’; Harold G. Moulton, Brookings Institution, “The Réle of Re- 
search Institutions”; Edward S. Mason, Harvard University, ‘““The Réle 
of Conferences and Other Codperative Groups” ; John H. Cover, United 
States Bureau of Foreign and Domestic Commerce, “The Réle of Private 
Business’; Morris A. Copeland, Central Statistical Board, “The Réle of 
Government” 
M. MEETING OF THE EXECUTIVE COMMITTEE, American Economic As- 
sociation 
2:30 P.M. 1, Causal Factors in Economic Regionalism—chairman, Esmond 
Phelps, Tulane University 
Papers: Joseph J. Spengler, Duke University, ‘‘Factors in Regional Dif- 
ferentiation”; Melvin G. de Chazeau, University of Virginia, “The 
Power Industry as a Regional Problem’”’ 
Discussion: Robert W. Elsasser, Tulane University; Truman C. Bigham, 
University of Florida 
2:30 P.M. 2. ROUND TABLE CONFERENCE: ECONOMIC RESEARCH II]—chair- 
man, Paul T. Homan, Cornell University 
Papers: Edwin G. Nourse, Brookings Institution, “The Réle of the Social 
Science Research Council”; Joseph H. Willits, Rockefeller Foundation, 
“The Réle of the Foundations” 
Summary: J. Frederic Dewhurst, Twentieth Century Fund; discussion. 
1:30 P.M. BUSINESS MEETING, Southern Economic Association 
6:00 P.M. TESTIMONIAL DINNER TO Davis R. DEWEY 
5.30 P.M. PRESIDENTIAL ADDRESSES: Frederick C. Mills, American Economic 
Association ; John B. Woosley, Southern Economic Association 


Saturday, December 28 
5:45 A.M. BUSINESS MEETING, American Economic Association 
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Papers: Anne Bezanson, University of Pennsylvania “War and Technol- 
ogy’; Henry M. Oliver, Yale University, “War and Inflation” ; Willard 
L. Thorp, Associated Gas and Electric Corporation, “Post-war Depres- 
sions 
Discussion: Wesley C. Mitchell, Columbia University; E. A. J. Johnson, 
New York University 
12:15 P.M. LUNCHEON MEETING: Some Economic Problems of War, Defense, 
and Post-war Reconstruction—chairman, Joseph H. Willits, Rockefeller 
Foundation 
Papers: Alvin H. Hansen, Harvard University; Theodore O. Yntema, Uni- 
versity of Chicago; A. Loveday, League of Nations 
3:00 P.M. 1. The United States in the World Economy, 1940: International 
Economic Relations and Problems of Commercial Policy 
Papers: P. T. Ellsworth, University of Cincinnati; Leo Pasvolsky, United 
States Department of State 
Discussion: Otto Nathan, New York University; Ernest M. Patterson, Uni- 
versity of Pennsylvania 
3:00 P.M. 2. Price Policy and Price Behavior 
Papers: James C. Bonbright, Columbia University, “Criteria for Policy 
Decisions in Price and Rate Making” ; Walter F. Crowder, United States 
Bureau of Foreign and Domestic Commerce (paper prepared jointly 
with Willard L. Thorp), “Some Factors in Industrial Price Policy and 
Price Behavior”’ 
Discussion: Donald H. Wallace, Williams College; George J. Stigler, Uni- 
versity of Minnesota 


Arrangements for social activities at the New Orleans meeting of the Ameri- 
can Economic Association are in charge of a special Hospitality Committee. The 
present membership of this Committee includes: Mrs. Elizabeth B. Schumpeter, 
chairman, Mrs. Herbert von Beckerath, Mrs. Clarence E. Bonnett, Mrs. Leslie J. 
Buchan, Mrs. Robert W. Elsasser, Mrs. Donald M. Halley, Mrs. Rufus C. Har- 
ris, Mrs. C. Reinold Noyes, Mrs. Esmond Phelps, Mrs. James B. Trant, Mrs. 

(joint Jay Van Kirk, Mrs. C. Ashley Wright. The Hospitality Committee will sponsor 
|, Co. reception and tea for the entertainment of members of the American Economic 
and Southern Economic Associations and their wives, on the afternoon of Satur- 

Har- day, December 29. 


Jaffé The following names have been added to the membership of the AMERICAN 
ECONOMIC ASSOCIATION since August 1: 


Atkins, D., Coastways Ranch, Pescadero, San Mateo County, Calif. 

Brown, L. C., Regis College, Denver, Colo. 

Cadman, P. F., 22 E. 40th St., New York City. 

Chapman, B. B., State College, Fairmont, W.Va. 

Colberg, M. R., 1306 21st St. N.W., Washington, D.C. 

Crswell, B. N., 155 S. Bull St., Columbia, S.C. 

Croteau, J. T., Saint Dunstan’s College, Charlottetown, Prince Edward Island, Canada. 
Curtiss, E. A., Wellesley College, Dept. of Econ., Wellesley, Mass. 

Dahlberg, A. O., 725 Riverside Dr., New York City. 

Fitzgerald, M. J., University of Notre Dame, Notre Dame, Ind. 

Glidden, R. T., 57 Parker St., Watertown, Mass. 

Grove, E. W., Bur. of Agric. Econ., U. S. Dept. of Agric., Washington, D.C. 
Hall, F. P., Franklin College, Franklin, Ind. 

Hauge, G. S., 104 Jefferson Rd., Princeton, N.J. 
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College, Ray E. Untereiner, California Institute of Technology, Oliver P. 
Wheeler, Federal Reserve Bank of San Francisco, Dudley F. Pegrum, Univer- 
sity of California at Los Angeles. 


The Tax Foundation, Inc., of New York City has granted two fellowships 
of $750 each to the department of economics, School of Commerce, Accounts 
and Finance, New York University, to encourage graduate study and pro- 
ductive work in the field of public finance, particularly in the economics of 
taxation. The first of these fellowships has been awarded to Mr. Grover W. 
Ensley of the University of Washington. 


The National Income Division of the federal Department of Commerce has 
organized a new unit to continue the studies of capital formation and consump- 
tion begun by the National Bureau of Economic Research. William H. Shaw 
of the National Bureau is spending part of his time in supervising the new 
study. 

The Mississippi Valley Historical Association announces that the index for 
volumes 16-25 of its Review is ready for delivery at a price of $5.00. Orders 
should be addressed to the Secretary of the Mississippi Valley Historical Asso- 
dation, Mrs. C. S. Pain, Lincoln, Nebraska. 


The Proceedings of the Eighteenth Annual courses of the Pacific Coast 
Economic Association at the State College of Washington, Pullman, Washing- 
ton, and the University of Idaho, Moscow, Idaho, December, 1939, have been 
printed. For the subjects discussed, see the AMERICAN ECONOMIC REVIEW, March 
1940, page 236. 


W. Rupert Maclaurin and Charles A. Myers of the department of economics, 
Massachusetts Institute of Technology, are engaged in a study of a diversified 
industrial labor market with particular reference to the nature and extent of the 
movement of workers from one firm to another and the effect of this movement 
on wages. Individual earnings and personnel records for approximately 16,000 
employees in 37 companies furnish the basis for the study, supplemented by 
interviews with a selected sample of workers. This is one part of a larger 
study of the factors influencing the movement of wages in various industries 
and communities in the United States. It is expected that some preliminary 
results will be published in the middle of 1941. 


Frank William Taussig, professor emeritus at Harvard University, died No- 
vember 11, 1940, 


Robert Emmet Chaddock, professor of statistics at Columbia University, died 
October 21, 1940. 


Appointments and Resignations 
Lewis W. Adams of the statistical department of Holsapple and Company, 


“ed York City, is assistant professor of economics at Washington and Lee 
niversity, 


_|.R. Andrus, on leave from his post at the University of Rangoon, Burma, is 
visiting professor of economics at the University of Redlands. 
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ness Samuel L. H. Burk is instructor in industry at the Wharton School, University 
om of Pennsylvania. 

om F. A. Bushee has retired as professor and head of the economics department 
i the University of Colorado. 
tke. William F. Butler is instructor in commerce at the University of Virginia. 
Horace C. Buxton, Jr., research assistant at the Harvard University Graduate 
- xhool of Business, is instructor in the department of economics at Massachu- 
tts Institute of Technology. 
nd A. S. Campbell has resigned as associate professor at the University of Florida 
0 take a position with the Tennessee Valley Authority. 

- James L. Campbell is instructor in economics at the School of Business 
Administration, Emory University. 

ond Reynold E. Carlson of Harvard University is instructor in political economy 
t Johns Hopkins University. 

eal Melvin G. de Chazeau, associate = of commerce at the University of 
Virginia, is serving as economic adviser to the Advisory Commission of the 

versity Raw Materials Division of the Council of National Defense. 

| John Maurice Clark of Columbia University is serving as consultant in the 
" Price Stabilization Division of the Council of National Defense. 

OMICS Lawrence A. Cusack, associate professor of economics at Creighton Univer- 
nember sity, Omaha, has completed his third summer of work on procedure and analysis 
in the office of the treasurer of the Federal Land Bank of Omaha. 
sSSOr in Kenneth Dameron has returned to his position as associate professor in the 

‘epartment of business organization at Ohio State University. 
to the Pearce Davis, instructor and tutor in the department of economics at Harvard 
University, is giving a course in modern economic theory at Clark University 
during the first semester of 1940-41. 
returned 
james A. Dawson is instructor in economics at the Wharton School, Uni- 
versity of Pennsylvania. 
essor of 
Burnham N. Dell of Princeton University has a leave of absence for the 
academic year 1940-41. 
ee |. W. Dietz is part-time instructor in finance at the University of Florida. 
aisiao George Dimmler is instructor in economics at the Wharton School, University 
ot Pennsylvania. 

Survey, 2 

City and C.H. Donovan of the University of North Carolina has accepted an assistant 
Molessorship of economics and public finance at the University of Florida. 
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‘astitute of Technology. 
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Milton Friedman, on leave from the National Bureau of Economic Research, 
s a lecturer in economics at the University of Wisconsin and is supervising 
the Wisconsin Income Study. 


John S. Gambs resigned as assistant United States labor commissioner in 


Geneva, Switzerland, to accept a position as associate professor of public welfare 
in the department of public welfare administration, Louisiana State University. 


Morris E. Garnsey is on leave of absence from the University of Colorado to 
serve as economic adviser in the consumer division of the National Defense 
Advisory Council at Washington. 


Max Gideonse has been promoted to the rank of associate professor of 
economics at Rutgers University. 


Carter Goodrich, who has been serving as United States labor commissioner 
it Geneva, on leave from Columbia University, has returned to his post and 
s chairman of.the governing body of the International Labour Office. 


Julius Grodinsky has been promoted to associate professor of finance at 
the Wharton School, University of Pennsylvania. 


Francis J. Haas, dean of the School of Social Science, Catholic University of 
America, has returned to this country after investigating wage and hour condi- 
tions in Puerto Rico for the United States government. 


William Haber, professor of economics at the University of Michigan, has 
deen granted an extension of his leave of absence for the first semester to enable 


Robert Murray Haig has been appointed the new executive officer of the de- 
partment of economics at Columbia University. 


Herbert Hamilton, formerly assistant professor of business administration at 


Southeastern Louisiana College, has accepted a similar position at Southwestern 
Louisiana Institute. 


John N. Hart is instructor in economics at Ohio State University. 


A.W. Hendrickson is instructor in industry at the Wharton School, University 
of Pennsylvania. 


Rexford B. Hersey has returned to the Wharton School, University of Penn- 
yivania, after a two-year leave of absence during which he served as chief 
ot the editorial section of the International Labour Office in Geneva. 


Benjamin Higgins of Harvard University assisted during the summer in con- 
‘ucting studies of current monetary and banking problems for the Federal 
Reserve Bank of New York. 


George Hildebrand, Jr., is lecturer in economics at Wellesley College. 
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Tjalling Koopmans of the School of Economic in Rotterdam is special lec- 


turer in the department of economics, School of Commerce, Accounts, and 
Finance, New York University. 


Maurice G, Levy-Hawes is instructor in economics and sociology at Randolph- 
Macon Woman's College during the absence of Professor Alton R. Hodgkins. 


Frank J. Lewand, formerly social security analyst for the United States 
Social Security Board, is instructor in economics at the Catholic University of 
America. 


E. R. Livernash, formerly of Massachusetts Institute of Technology, is in- 
structor in the department of economics and sociology at Tufts College. 


Edward E. Lewis of Howard University is a Carnegie associate to work on 
the business cycle study of the National Bureau of Economic Research. 


Roswell C. McCrea retires as executive officer of the department of eco- 
nomics at Columbia University. 


Gordon W. McKinley is instructor in economics at Lehigh University. 


Alfred Manes of Indiana University has been elected honorary president of 
the Cuban Association for Insurance Studies. 


James A. Maxwell, on leave of absence during the first semester of 1940-41 
from Clark University, is making a study of the impact of federalism upon 
federal and state government finances in the United States. 


Robert I. Mehr has resigned as instructor in economics at the University of 


Alabama to accept a similar position at the University Extension Center in 
Birmingham. 


Horst Mendershausen of Colorado College is working at the National Bureau 
of Economic Research for one year as a Carnegie associate, devoting attention 
to the distribution of national income by size. 


Otto O. von Mering, formerly of the School of Business Administration in 


Berlin, is lecturer in the department of economics and sociology at Tufts 
College. 


Kenneth Middleton has been advanced from assistant instructor to instructor 
in statistics at the University of Kansas. 


Glenn W. Miller has resigned from the University of Toledo and is in- 
structor in the department of economics, Ohio State University. 


Jonathan N. Mitchell is assistant in the department of economics at Massa- 
chusetts Institute of Technology. 


Wesley C. Mitchell of Columbia University was awarded the degree of doctor 
of science at the University of Pennsylvania bi-centennial celebration. 
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Elizabeth Redden has been promoted to associate professor of sociology at 
Goucher College. 


Lloyd G. Reynolds, associate in political economy at Johns Hopkins Univer- 
sity, will assist in the field of employment research with the Social Science Re- 
search Council. He served during the summer as research director for a Twentieth 
Century Fund study of labor oe national defense. 


C. O. Ruggles, professor of public utility management and regulation in the 
Harvard Graduate School of Business Administration, is director of research 
in that institution. 


Ray F. Sadler is instructor in commerce at the University of Alabama. 


Leonard A. Salter is assistant professor in the department of agricultural 
economics at the University of Wisconsin. 


Paul A. Samuelson of Harvard University is assistant professor of economics 
at Massachusetts Institute of Technology. 


hilip P. Schaffner has resigned from the department of economics, Ohio 


State University, and is engaged in research with the Federal Reserve Bank 
of Cleveland. 


Franklin S$. Scheider is instructor in economics at the University of Georgia. 


Carl N. Schmalz has resigned as chief of the Bureau of Business Research 
at the Harvard Graduate School of Business Administration to become the 
comptroller of R. H. Stearns Company of Boston. 


Josef A. Schumpeter of Harvard University is visiting lecturer in eco- 
nomics at the Yale Graduate School for the present academic year. 


_ Arthur Schweitzer of the University of Wyoming spent the summer at Stan- 
ford University. 


lawrence H. Seltzer, professor of economics at Wayne University, Detroit, 
conducted studies of current monetary and banking problems for the Federal 
Reserve Bank of New York during the summer of 1940. 


Howard Smith, assistant in economics at Louisiana State University, has been 
promoted to the rank of instructor in economics. 


W. A. Spurr, assistant professor of statistics at the University of Nebraska, 
‘as been promoted to the rank of associate professor. 


George T. Starnes of the MacIntire School of Commerce and Business Ad- 


ministration, University of Virginia, has been promoted to the rank of pro- 
fessor 


S.B. Stocking has been appointed to the staff in the department of political 
“onomy, University of Toronto, as a substitute for Professor H. R. Kemp. 
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ACADEMIC VACANCIES AND APPLICATIONS 


The Association is glad to render service to applicants who wish to make known 
their availability for teaching positions in the field of economics and to administra- 
tive officers of colleges and universities who are seeking to fill vacancies in this field. 

The officers of the Association take no responsibility for making a selection among 
the applicants or following up the results. The Secretary's Office will merely afford 
a central point for clearing inquiries; and the Review will publish in this section brief 
descriptions of vacancies announced and of applications made. It is optional with 
those submitting such announcements to publish name and address or to use a key 

umber. 
7 Communications should be addressed to: The Secretary, American Economic As- 
sociation, Northwestern University, Evanston, Illinois. 


Vacancies 


No announcements. 
Teachers Available 


Economics, business administration: Man, 42, Ph.D., Columbia; C.P.A. Six years of 


teaching; also executive and public accounting experience. Employed, but seeks posi- 
tion with substantial promotion. E101 


Theory, economic history, statistics: Man, 39, married, Ph.D., 1940, Michigan. 
Six years of teaching experience in high schools, 8 years as professor of economics 
in universities, a number of years in government service. Employed, but seeks pro- 
fessional and financial advancement; would prefer state university or state teachers 
college. E103 


Public control of business, transportation, public utilities: Man, 37, married, Ph.D., 
1931, Harvard. Thirteen years of teaching experience in universities and colleges. 
Numerous publications in economic and legal periodicals; price control research in 
progress. Employed, but desires professional advancement. E105 


International economics, government control of business: Man, 35, married, Doctor in 
Economics, 1924, Doctor in Law, 1926, University of Rome. Teaching and research 
experience both in the United States and abroad. Publications in various languages. 
Would like teaching or research position. Available now. E110 


Theory, economic history, co-operative enterprises, public finance, social reforms: 
Man, 40, married, Dr. rer. pol., 1924, Halle, Germany. Nine years of college teaching 
experience in the United States; several years of research in and author of two books 
on the history of the co-operative movement; 4 years as editor of newspapers. Em- 


ployed, but desires position with better opportunities for advancement and, if possible, 
for research. Available on short notice. E112 


Theory, finance, history: Man, 43, married Ph.D., 1934, Iowa. Eighteen years of 
teaching experience in universities. Health of members of family necessitates moving 


from southern location. Prefers position as head of department in a small liberal arts 
college. Available in June, 1941. E117 


Labor, social insurance, general economics: Man, 33. Work for Ph.D. nearing com- 
pletion. Four years of personnel and research experience in private business; 1 year 


with a state commission; 4 years of part-time university teaching; 1 year as research 
assistant in labor law. E120 


Economics, social problems, labor administration: Man, 53, Austrian refugee, Doctor 
of Law, Vienna, with wide experience in European universities and outside con- 
nections. Government delegate to international labor and economic conferences. 
Seeks placement in an American university, with possible aid of foundation funds. 
List of publications and references available. E121 


Theory, economic history, labor, money: Man, 37, Ph.D., 1934, Vienna. Widely 
traveled; speaks French, German, Italian, Czech. Has teaching, research (research 
fellow at the University of Chicago), and writing experience; now professor and 


head of department in small American college. Desires professional advancement in 
a 


university or college. _ 
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mand of several languages. M.A., 1929, Chicago. Expects Ph.D. at end of 1940. 
Four years of part-time teaching in large Midwestern university. Desires full-time 
teaching position. Available end of December, 1940. E151 
Money and banking, cycles, corporation finance, public finance, accounting: Man, 
40, married, A.M. Work for Ph.D. at University of Chicago nearing completion. 
Seventeen years of college and university teaching experience. Available in January, 
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Economic theory and history of economics, money and banking, international eco- 
nomics and finance, public finance: Man, 37, M.B.A., M.A., New York; completed 
requirements for Ph.D. Two and one-half years of experience in research in interna- 
tional finance and economics; 6 years of college teaching. Collaborated on govern- 
mental studies. E149 


Public utilities, government control of business, money and banking, theory, finance: 
Man, 31, Ph.D., 1940, Wisconsin. Four years of experience with private utilities and 
in government service. Engineering background. Teaching assistantships; several 
fellowships. Expects to publish shortly. E150 


Labor, economics, business law: Man, 34, LL.M., 1940, Tulane: Doctor of Laws, 
1929, German University of Breslau. Eight years of teaching experience in economics 
and law; numerous publications in the field of labor relations abroad and in this 
country. Speaks Spanish, French, and German. Available now. Address inquiries to: 
Henry Schwenk, 5726 St. Charles Avenue, New Orleans, Louisiana. 


General economics, international economics, history of economic thought, economic 
history: Man, 36, married. Undergraduate work in three European countries; com- 
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Important McGraw-Hill Books 


cosT ACCOUNTING 


By Joun G. Biocxer, University of Kansas. McGraw-Hill Accounting Series. 
705 pages, 6 x 9. $4.00 


PUBLIC FINANCE. New second edition 


By Atrrep G. BUEHLER, Wharton School, University of Pennsylvania. 846 pages, 
6 x 9. $4.00 


ECONOMICS. With Applications to Agriculture. New second 
edition 


By Epwin F. DuMMeEteR and Ricnarp B. Herresower, The State College of 
Washington. 752 pages, 6 x 9. $3.75 


BANK MANAGEMENT. A Case Book. New third edition 
By J. FRANKLIN Epersove. 626 pages, 6 x 9. $5.00 


SECURITY ANALYSIS. New second edition 


By BENJAMIN GRAHAM, Investment Fund Manager, and Davin L. Dopp, Colum- 
bia University. 851 pages, 6 x 9. Textbook edition, $4.00 


REAL ESTATE PRINCIPLES 
By Henry E. Hoacianp, Ohio State University. 511 pages, 6 x 9. $4.00 


FOREIGN EXCHANGE PRACTICE AND POLICY 


By Frank A. SoutHarp, Jr., Cornell University. With the collaboration of 
Pump F, Swart, Jr. and A. N. Gentes. 215 pages, 6 x 9. $2.50 


INTRODUCTION TO SALES MANAGEMENT. New second 
edition 


By Harry R. Tospat, Harvard Graduate School of Business Administration. 525 
pages, 6 x 9. $4.00 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, Inc. 


30 West 42nd Street New York, N.Y. 
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15 East 26th St. New York, N.Y. || 
— 
8 on Economie Subjects 
The Economies of 
Money. Credit and Banking 3rd edition 
hio By F. Cyril James, McGill University; formerly at the University of Penn- 
ym sylvania. The new, third edition of a comprehensive, splendidly written book 
yet for general courses in banking. It treats money, credit, and banking as they 
pics are interwoven, not separately. It explains the monetary thinking, political 
ess, philosophy, and theory which underly credit and currency policies, and 
tals weighs them impartially. Students will find that they better understand, 
and and will be better able to deal with, the new and changing monetary and 
banking conditions. $4.00 
The Causes of Eeonomie Fluctuations 
— Possibilities of Anticipation and Control. By Willford I. King, New 
fully York University. Revised printing. This interesting textbook has been 
- it brought completely up-to-date. Tables, charts, and text are in line with the 
re of 1940 facts and figures. Dr. King presents definite, interesting conclusions 
wary as to what causes depression, what prolongs it, what minimizes or stops it, 
4.00 what starts us toward better times again, and how to understand the trend 
of events. $3.50 
Introduction to 
Investment Analysis 
ents a By Kenneth Field, Carnegie Institute of Technology. Designed to fit 
on of the most progressive methods of teaching finance, this textbook gets away 
regu from the simply historical and descriptive, and emphasizes the analytical 
; been approach. It shows the how and why of specific procedures for appraising 
ical or securities; deals with the realities of actual investment situations. Included 
$4.00 are 105 charts, tables and schedules, one of the most usuable features of 
this thoroughly practical volume. $3.50 
Pablie Warehousing 
a Its Organization, Economic Services, and Legal Aspects. By John 
ott H. Frederick, University of Texas. This comprehensive book approaches 
ao modern warehousing as a distinct branch of distribution. It critically analyzes 
, $4.00 its operating set-up, the new economic services it performs, its legal aspects, 
s the ways in which it is adapting itself to modern business conditions. $3.50 
pling 


THE RONALD PRESS COMPANY _ || 


Please Mention Tue American Economic Review When Writing to Advertisers 


3 
f 
i 


Beyon 


R] 
prise tl 


ing raw mat 
voods. th 
same thin; 
That would 
more which 
through whi 
goods and 1] 
Industrial re 
the horizo! 
improving « 


materials an 


Throug h re 


or goods 


more empl 
industrial en 
But only bu 


and adequat 


CHEVROLET 


he Horizon 


1ore to industrial enter- 

ints and machinery, buy- 
ing workers to turn out 
we could expect the 
year in and year out. 

rnation. The something 

‘ss is industrial research, 

tter goods, new kinds of 
of production. 


seeking to look beyond 
eloping new products, 
out the most suitable 
f making things. 

ries are born, the cost 
rher standards of living 
enlarges the markets for 
larged markets mean 
promotes strong, healthy 


ike to peacetime progress 


r can carry on sustained 


RAL MOTORS 


DSMOBILE BUICK CADILLAC 


When Writing to Advertisers 


Bi 

| 


Please Mention Tue American Economic Review When Writing to Advertisers 


“Best Wishes for 
Your Happiness” 


from your friends and 


neighbors in the telephone 


company. May the friendly 
spirit of the holidays carry 
through all of 1941. 


BELL TELEPHONE SYSTEM 


Please Mention Tut American Economic Review When Writing to Advertisers 


1 ¢ 
jy 
<\% | 
x) 
\ SS. NN A 
TED 
) 
LAC 
| 


Book Revie ws 
Books Rec eived 


the A 2 


RICAN JOURNAL 
NOMICS 


onomic Society of South Africa) 


Approx, 100 pages 


H. Sirs 
96208 R. J. RANDALL 
ESBURG PoLiTiIcaL Economy Cius 
W. B. Sutcu 

H. Guénavutt and R, J. 


XATION IN SouTH AFRICA 
R 


Africa: Recent Periodicals and 
Central News Agency Ltd., and all 


and enquiries re advertisement 


x 5316, Johannesburg 


r annum) and Single copies (6s. each), 


14, Great Smith Street, West 


OMICA 


London School of Economics and 
November, and is devoted t 
History and Statistics. The Journa 
sed of Mr. A. M. Carr-Saunders, 
Havek, Professor A. Plant, Pri 
n. and Professor Lionel Robbins, 


) 
( 

] 


GUST ISSUE, 1940 
F. W. Paish 
1ange 
T. Balogh 
R. H. Coase and 
R F Fou ter 
de Scitot zky 
E. K. Zingler 
Marie Dessauer- 


Meinharat 


number, or 155. per annum, P 
en authorized in respect of Members of 
uld be sent to the Secretary and Trea 
sccompanied by a cheque drawn in 
Peonomics and Policitical Sctence. 


When Writing to Advertisers 


= 

| 

| 


Please Mention Tue American Economic Review When Writing to Advertisers 


PRODUCTION and 
DISTRIBUTION 
THEORIES, 1870-1895 


By George J. Stigler, University 


This is the first complete 
study of one of the most 


important subjects in the his- 


of Minnesota 


Will be published in January 


tory of economics—a subject 


that is the core of the mod- 


ern price theory. 


In this book, Professor Stigler critically analyzes all the important theories re- 
garding production and distribution as put forward by the leading economists in 
all countries during the period 1870-1895. The book provides an essential back- 
ground to the study of modern economic theory, including exegeses of much 


important material not heretofore available in English. $3.50 (probable) 


The Macmillan Company, 60 Fifth Avenue, New York 


Important New Undergraduate Textbooks 


AN INTRODUCTION TO 
MONETARY THEORY 


LESTER V. CHANDLER, Amberst College 


A brief and simple treatment of monetary theory, occupying a middle ground be- 
tween the inadequate treatment provided in the general text and the excessively 
dificult and often controversial treatment in advanced works. Confined to the essen- 
tial points of the leading types of monetary theory, it is a valuable text for economic 
principles, money and banking, and business cycles courses. ($1.50) 


PRINCIPLES OF INVESTMENT 


James C. University of Texas 


A well-planned basic text for the semester course in investment theory or for the 
first semester of the year course in which that semester is devoted to principles and 
the second semester to security analysis. It brings together all of the important avail- 


able information relating to the subject, and presents it accurately and in well- 
organized fashion. ($3.50) 


HARPER & BROTHERS 49 East 33d Street, New York 
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4. Three Lect By Nassau W. Senior. (1840) 
1931; 84 pp. 3s 
5. Three Le g Money and on Some Effects 
of Private and By Nassau W. Senior. (1830) 
1931; 1 Dp. JS 
6. Labour’s W ly; or, The Age of Might and 
the Age of Rig 1931; 218 pp. 5s. 
7. A ritica ture, Measures, and Causes of 
Value efly rs of Mr. Ricardo and his follow- 
ers. By Samuel ii, 258 pp. 5s. 
8. Lect Mountifort Longfield. (1834) awe 
1931; 12, 20 
9. The 1 aws of Supply and Demand, 
and othe Fleeming Jenkin. (1868- 
L884 l 
10 he application of Mathematics 


tc the Mor 1 Se (1881) 1932; 150 pp. Reprint 


exhau a 4 
1. Grundzig haftlichen Giiterwerts. By E. 
v. Boh ‘ 6d 
12. | lina By Philip H. Wicksteed. 
(1894) 1932; 60 
13. Wages a! g. (1896) with a new introduc- 
tion by the aut! x, xviii, 352 pp. 7s. 6d.* 
14. Tours in | Young. (1784-1798) 1932; 336 
Uber We Wicksell. (1893) 1933; 143 


"16. Risk, Us Frank H. Knight, Ph.D. (1921) 
t 3 re-issued 1935; xl, 396 pp. 


wit a 
(full | 
17. | By Carl Menger. (1871) with 
a new int 34: xxxii, xi, 286 pp. (Collected 
orks, i) 
18. Untersuc Socialwissenschaften, u. der 
| Politiscl ek | Menger. (1883) 1933; xxxu, 
19.. Kl re Geschichte der Volkswirt- 
schaftsle I 92 pp. (Collected Works, Vol. 
Il) 7s. 6d 
2 ~ fter ahrungspolitik. By Carl Menger. 


fenger, Vol. iV). 7s. 6d. 


full binding at the extra cost of 1s. 


When Writing to Advertisers 


| 
| 
| 
| 
ae | 
| 
| 
| 


CONTEMPORARY ECONOMIC SYSTEMS 
EARL R. SIKES—DARTMOUTH COLLEGE 


“The book furnishes one of the most readable and comprehensive treatments of 
economic systems available in the English language.” 
Earl J. Hamilton, Duke University 


"Both the organization and the method of presentation of the subject-matter are 
admirably adapted to classroom requirements, it seems to me. While paying 
assiduous attention to the tradition of sound scholarship the author has not 
neglected the need for interesting and stimulating style. This is very much in its 


favor.” 


Gordon S. Watkins, University of California at Los Angeles 


Since its publication in May this popular text has been adopted at the following 
colleges and universities: Baker, Baldwin Wallace, Clark, Dartmouth, Fenn, 
Lafayette, Macalester, Michigan State, Mount Union, New York State Normal, 
Notre Dame, Pennsylvania State, Stanford, Washington and Lee, and the Uni- 
versities of Maine, Michigan, Pittsburgh, and Tennessee. 


690 pp. $3.00 
HENRY HOLT AND COMPANY NEW YORK 


Two Million Copies 
of PUBLIC AFFAIRS PAMPHLETS 


have been sold to colleges, secondary schools, study groups, 
organizations and individuals. Are you recommending these 
summaries of social and economic studies to your students 
and associates? Up-to-date, dependable, inexpensive, illus- 
trated. 42 titles now in print. 


10 cents each—published monthly 


(Quantity rates for classroom use) 


Send one dollar for a trial subscrip- 
tion to the next 14 issues. New list free. 


PUBLIC AFFAIRS COMMITTEE, INC. 
30 Rockefeller Plaza, New York City 
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SPAHR and Others 


Economic Principles and Problems 


Fourth Edition In two volumes @ $2.50, $5.00 the set 
Complete in one volume—$4.50 


WESTMEYER 


Modern Economic and Social 
Systems $3.00 


STEIN, DAVIS, and Others 


Labor Problems in America 
$3.50 


Just Published 
The Background for College Teaching 
by Luella Cole 


~for every member of every college faculty. Teaching problems, the ethics of the 
profession, background factors affecting the individual college teacher are discussed 
under four headings: 1. The present-day scene. 2. The college student. 3. The problems 
of classwork. 4. The social and economic aspects of the college teaching profession. 


640 pages. $3.00 


THE COLLEGE DEPARTMENT 


FARRAR & RINEHART, INC. 
232 Madison Avenue New York, N.Y. 
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Theory in Line With the Facts 
IN 
ECONOMICS AND SOCIAL INSTITUTIONS 


an 


ap- This series of six small books was built on the theory that flexible, 

co-ordinated subject matter on modern dynamic principles would be 
we more serviceable to the introductory economics course than isolated 
the 


volumes of fixed content, rigid outlook. The facts are that experience 
has proved the theory sound, that ECONOMICS AND SOCIAL 
INSTITUTIONS successfully puts it in practice. 


1ar- 


of 


Ask the publisher for complete information as to the nature, the price, 
and the record of these books. Then consider seriously whether it is not 
time for you, too, to take advantage of this new text material. 
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LITTLE, BROWN AND COMPANY 


34 Beacon Street Boston 


ECONOMIC xvi +923 pages. $3.75 
BEHAVIOR 


McConNELL : FrieprRicH : Ayres : ATKINS 


e Vital and Significant to the Student 


TREATMENT of economic behavior in the 

United States which integrates economic, 
political, and social behavior. It reveals new facts 
of special interest and develops new powers of 
economic observation. The book is especially 
valuable for terminal courses whose students must 
in the one class get their only knowledge of eco- 
nomic society. 


HOUGHTON MIFFLIN COMPANY 


Boston New York Chicago Dallas Atlanta San Francisco 
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THE CENTURY STUDIES IN ECONOMICS 


.WILLIAM H. KIEKHOFER, Ph.D., General Editor 


VALUE AND DISTRIBUTION. By Lewis H. Haney, Ph.D., Professor of 
Economics, New York University. Royal 8vo, 734 pages. $4.00 


Presents a Clear and consistent theory of economic values based upon a scholarly 
analysis of the nature of society and the individual and of technological con- 
ditions. 


THE DEVELOPMENT OF MODERN WORLD TRADE. By Isaac Lip- 
PINCOTT, Ph.D., Professor of Economic Resources, Washington University. 
Royal 8vo, 566 pages, maps and charts. $4.00 


A comprehensive account of present-day international trade and its development 
since about 1870 which embraces the political as well as the economic and 
financial aspects. 


ECONOMIC PRINCIPLES, PROBLEMS AND POLICIES. By WILLIAM 
H. KIEKHOFER, Ph.D., Professor of Economics, University of Wisconsin. 
Royal 8vo, 955 pages. Student’s Edition. $4.00 


An authoritative, well-balanced, and readily understood exposition of the struc- 
tural organization and functioning of modern economic society, the maladjust- 


ments in its operations, and the policies pursued in attempts to make it function 
better. 


PUBLIC FINANCE. Third Edition. By Har.ey L. Lutz, Ph.D., LL.D., Pro- 
fessor of Public Finance, Princeton University. Royal 8vo, 940 pages. $4.00 


A realistic, critical, and authoritative treatment of present-day fiscal problems of 
government, national, state, and local. 


THE DEVELOPMENT OF ECONOMICS. By Wi A. Scott, Ph.D., 
LL.D., Emeritus Professor of Economics, University of Wisconsin. Royal 8vo, 
540 pages. $4.00 


An objective treatment of the development of economics that offers a fresh and 
relatively easy approach to a complex subject. 


BUSINESS ETHICS. By FrANK CHAPMAN SHaRP, Ph.D., Emeritus Professor 
of Philosophy, University of Wisconsin; and Puitip G. Fox, M.A., Associate 
Professor of Business Administration, University of Wisconsin. Royal 8vo, 
316 pp. $2.25 


A pioneer book that analyzes the ethical problems which are most fundamental 
in modern business and sets up principles of fair dealing, illustrating them by 
concrete cases and checking them against legal decisions. 


D. APPLETON-CENTURY COMPANY 


35 West 32nd St. 2126 Prairie Ave. 
New York Chicago 
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